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BOMBAY PROVINCIAL BANKING ENQUIRY COMMITTEE. 


grESTlONXAlKK. 

(The following memoriunium publiHh^nl iii onier to UHHist witiU‘HSt\s 
ill the preparotion of their It J8 not to he (‘xlia.us- 

tive, nor is it desiied that each should lU'^t^s^an^y atttnnpt to 

deal with all tlu^ ipiestions raised,) 

SECTION I. 

Agricultural credit and credit facilities for small industries. 

1. l>eserit)e the present rtysteiii hy whieli tiie .igrii'ult \irist in your 
distri(‘t or proximo ohleins iiiMie e 

(d) for <^xpe^is<‘s during eiilrtXiUioie • 

(b) for eapitai and ]n‘nn.){>ei t lUUein s. and 

(e) for other speeia I < .7 . Liduie (d moiisooie Itu* land fev'enmu 

ete, 

W’iiat an* tie* of ehaiged in v’our district 01 j)roviiK'(‘ in 

iesp(M ( of a<ivan(<‘s. tie- period fm* uhe h loans arr takt-n. the nature of 
tile securitv gjvt-n and a(ct‘f)1{‘d ((.</. standnm < lops, »•!<•.), an<l ollnu’ 

eoiiditions attaching to the grant of su<‘h loans ^ 

l)<*scTil>e t h(' ]>art plav«'d in agneultural Tmanea hy < Jov t-rnment . tin' 
Imperial Baulc India, llu‘ joint .stock* hanks, co-opeiat }\ e hanks, the 
indig' nous hanks an<i h<uikers. piofcssiona [ luoney-huelcrs. merchants 
and deah-rs, and othci organisat ion.s gn ing cn-dit (c.7 . conifKinies 
t lading in hulihsers. 

(an you gi\<' a,n t‘stima1<' i>f tlie total amount of (ajutal nnjuired for 
the various purposes stateil itlK»V(‘ lor your district or [novince ^ 

Is any inforiuation ,„x^ailahh- as to the extent of finane'- provided 
annually in kind t 

defect.s. if any, in tie* pr<*sent system and tiie reasons for the 
existence of sucii defects I )o va>ii suggest an\' rt'iUcdies ^ 

Is there co-or'iinat ion <miong the various credit ugen' ics including 
G*>vernment, tind is there s<*op<' for improva-rm^nt in that direction ( 

2, Descriht* the present methorl of marketing prineijral erops in your 
district or province. 

What in your opinion are the possihiht i<*s of forming lhK>ls and of 
co-operative effort generally in marketing produce t 

Describe the credit hudlitjes required for the finaiK'ing of products 
during marketing and the facilities actually t‘xi.stiTig^. 

In regrird to such facilities is thfue any .s})e<‘ial difference, as between 
internal trade and foreign trade t 

What is the part played hy tlie different <dassc's of lianks and bank-rs 
and merchants and dealers during the pro<*ess of marketing ? 

What are the existing facilities available to the public, inchnling hanks 
and bankers for intcmal remittance t * 
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State any defects in tlie existing system and any suggeationa loot 
improvement. 

Describe the part play<*(l by negotiable instruments in the mtemal 
trade of the province. 

Have you any suggestions to nuike for the more extensive use of bills 
by rerluction of duty on bills) ? 

What the different classes of /lundis current in your part of the 
country ? What are the fM'Culiarities of each ? Please give sample 
wording. 

Have you any suggestions for tln^ amendment of the Negotiable 
Instruments Act by wliich tin* pul>lic and the bankers handling htmdis 
might b(* better protected or heneiited ? 

Are hundu emanating frrmi your lo(*aiity discounted in your local 
contr(\ or are th(‘y .sent to a provincial <‘cntre and discounted there, or are 
they held by middlemen, merchants or commission agents ? 

What different kinds of instruments of ownershif) of goods and 
produce {e.g,, railway r<^c^if)ts) iuid document.s are employed for raising 
money during the process of marketing ? 

Are any difficulties expf^rienced in the use of these instruments and 
have you any suggestions to make with a view to removing those 
difficuith^s ? 

What in your opinion are the possibilities of operating licensed ware- 
houses in India eitluT on the lines of the system which exists in the 
United States of Ann^rica or otlnvrwise ? 

. Do you think tlnue is any need for (lovenimeut assistance in tiie 
matt<?r ? 

3. In your district what is the valiu^ per acre for different classes 
of land ? 

What are the factors affeci/iiig siu’Ij value ? In yoiu* reply, please 
distinguish bt*tween 

(а) value of land in Government auction for non-payment of 

revenue ; 

(б) valiUi of laud in the event of sale by court decree ; 

(c) value of land in purchase by pri\ ate negotiation. ^ 

4. Is there any legal impc’dinuMit to mortgage of land and agrioultural ; 
holdings in your province ? Are therf* any land mortgage banl^ 
cultural banks in your province or any other banks fori the provigiOn of 
long term credit ? 

State what you know of their metliod of and of raising 

capital. 

If no such institution exists in the province surest the lines on 
which such institutions could be established and worked t^othg^a^vantage 
of the landholders and'tenants of your province. 

Do you suggest any measvires for-^ 

(a) improvement in the record of rights and title of ownership so as 
to simplify reference, and to avoid possibilities of disputes and 
co\int^n:*laims by parties other than the clients 

,, irf.. the 'banks ■' '' 



(5) simplification of the process of foreclosure and sale by the 

mortgage bant in the event of non-payment, 

(c) reduction of costs of reference to the record of rights and of 
registration of records and of the proc^t^ss at law so as to reduce 
the burden on the good const Jtueiits of the Imnk in respect of 
charges incurred on account of defaulters ( 

Should the W'orking capital of the pro})oseil mortgage bank l)e derived 
largely from- 
(a) deposits, 

(6) fimds from central iustiliilions. oi 
(e) debentun* bonds ^ 

Should debenture bonds (arry an\ tb>v«‘rnment guarantee eith(*r for 
principal or interest or for both 

If SO; what measures would yon Mujgosi to secure (iJovernnieiit against 
umie(*.essary loss i 

On what terms should agri< ulrural mortgage hanks raise monies under 
t‘ach of the above-mentioned he<uk, or without (Jovenmient 

guarantee, and on what terms sliould th<‘y lend mit laoiu'y so as to cover 
their expenses ^ 

Please state any otiier suggestuvns ioi 1}it‘ ade<{uate piovision of long 
term credit against sound se<*urity. 

5. In order to devise rm‘asun\s lor the inciease oi en*dil/ facilities to 
the agricultural (‘lasM^s it is necess<irv to ieu(‘h an estimate as accurate 
as posBibh^ of tin* existing in<lei)tedn(\ss ol these elaSvStss. ^ 

Do you know of any such (‘stimati* ior a villagi* <u* for a distru’t in 
your pr(>vinc<% oi tor lln^ wdioh* provin(‘f‘ ^ 

In what manner can sueh an estimate b(‘ obtained with reasonable 
accuracy ^ 

In such an estinuAt(* please distinguish la-twaaui . 

(а) the amount of delit with laud as H(‘curity whieli is in the form 

of a r(^gist(‘red mod gage, 

(б) the amount of debt whu h is coiie<‘ah‘d in the form of a judicial 

sale to circumvent tin* piovisums of Acts, smdi as the Dekkhan 
Agriculturists’ Itebef Aii, 

' (c) the amount of d<*bt whndi is incurred against any other asstds, 
such as the village house, oinanuoits, jiJoughs and other agri- 
cultural implements, crops and produce, or debt whic h is given 
on the geni‘ral security of all the* assets without a specific pledge, 
(f/) the amount of debt on pusonal credit secured byi dtunand 
promissory notes or otherwise*. 

Please state wherever possible the purposes for whic h the debt was 
incurred, such aa — 

(а) the repayment of earlier debts, 

(б) mairiage and other social (K‘Xjasions, 

(c) famine and other kinds of distnsss, 

(rf) payment of land revenue, 

(e) growth of the debt by compound interest, interest not having 
been paid, 



tv 

{/) seeds and manure, 

(g) improvfMl agricultural implements, 

{//) gijiking of wells aiul agricultural iinprovemiuits, 

(i) pur<‘has<:‘ of land or bringing into eultixatimi fallow lands, 

(j) construction or acfiiiiHition of liouses. 

Fleasr* indicat-e also to whom this df*bt is lai'geiy din^ and whether the 
cr(Hiitors are (loverninent, banks, co -operative* societies, or indigenous 
bankers and professional Tuoney-leuidr'rs- 

State what you kiuAv of the rates of interest eluirged. the methods 
used for calculating it and for <‘nfor<irig the jjavitnent of tin* debt. 

Do you tliiiik a larg*‘ naird>er of p(‘Opl(*. wIk^ irre eliicieut farriiers, are 
being turned into tenafits for a pfuicxl. or i t iiantS'at-wilL through the 
process of the enforcement of the old d(d>ts and landisl f)r(>p(uly passing 
on into thr* hands of the creditors ^ Distinguish lH‘tweeii the conditions 
in irrig^vted tracts, the faniin<‘ zone and iinsis not gtuierally liable to 
famimc 

If tliis process is going on. dof's it taki* awa.y from the :u tual cvilti- 
vator the ima'idive to prdduce more and in an eftieimt and l>etter 
manrifU’ ? 

(h (live some idea oi tin* numbei* of small subsidiary iiidustries allietl 
or HupphuiKvntal to agriculture rxistijig in your ]>rovin< e, sucli as rice 
milling, dairy farming, gar making, garden produc‘e. cotton ginneries, 
sugar refirnu'ies, hand spinning, etc. 

Can you suggest nuu hods by whi<‘li any such iudnstrirs could be. 
encouraged aatl l>y which tlu‘ product*! niiglit he (‘uahltsl to get a better 
return for liis [)ro{ luce f 

Can you suggi*.st a!iy cnter])rises wliicli may gi\ t* emj)loyrn<*nt to tlu* 
farmer (luring st'asons wlien h(‘ eannot make full use of his time on 
his farm and t hus i‘nal)l(' ()im to siip|)leriu‘nt Ins income and to raise 
his standard of living ( 

W hat would b(‘ tlu* best metiiod of stnuiriug working capital rnul 
j>ro]><»r marktUing faciliti<*s for such eutf‘rpris'*s 

\Vhat financial machimn-y do you suggest for t his j>ur})ose ( 

(>A. Are tlu’iv any small industries not necess^iiily allied or subsidiary 
to agriculture, e.y.. weaving, exi.siing in your district or {.irovince ■ If 
so, have you an\' suggestimis to makt^ n*garding tlieiri. on the lint^s 
mentioned in <|uestion ti altove ( 

7, State what you know of the relations tliat exist l)etw'ei‘n tlur 
co-operative banks and tlje other banks in the country, namely, the 
Imperial Bank of India, the joint stock l)anks and the indigenous 
banks. 

l)os(‘ril)e any existing difficulties in the matter of finance in the case of 
co-opSt^rative smvieties, both in regard to short and long term capital. 

Gin you give pii estimate of the amount of extra capital required for 
financing the Co-operative Movement in your district or province ? 

Is there any competition in your district or province between the 
co-operative banks and joint atm^k banks? 

If so, to what extent and in what direction ? 
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Have yoo any viewjb regardijig the possibility and desirability of 
granting tinamial c‘on(*<^8Hiou« in t)rder to stimulat^^ the growth of tJie 
ro*oj)erative Movement (<'.</.. by exteriMon of .s{)e<*ial exemption from 
income-tax to genuine co-operative hocietu^, inclusion of debentures 
issued by provincial co-op(‘ra(i\e hanks in the list (d trustee 
securities, etc.) { 

To what extiuit has the (\co|H‘rative M<Aeinent su<‘ce(*(h‘d in meeting 
the fmanciai munis of the agricull urist, the small trader and the ijidus- 
triitlist in your distri<*t or pro\iuc(‘ ( How ijr, lu your opinion, is tlu^ 
Movement capable of imuUing the hnanrial necd.s of ('lasses 

8. How far, in your opinion, is 1 lu* ])ro\ kiou of ^ redit facilities aHVt'teul 
by existing legislation and lt‘ira! [>ro('ednre ( HaV(‘ you aiiv sugges- 
tions to make leganling iniprovcinenl.s in tlii.s ucsped ( In particular, 
what do you think of tlu‘ elh‘(U (»1 tho working ol tin* Dckkhan Agricul 
lurists' Heli(‘f Act on tlu' facililu‘s for obt<iininL'' (‘M*dit ^ Do you think 
this Act (’(‘(piiri's niodilu at Kui. and it so in udiat din‘( (ions ^ 

9. (^ui you stat(‘ whv lh(‘ I .^unous l.oans Ait is not Ixung avaihul ol 
in this [u-ovunc W'hal nicasurrs would you suitgesl for greater use 
btung niadi' t h(*nu>f { 

Would YOU suggest the enact nnuit ol legislation such as tlu' hnghsh 
Mon(*y-haiders’ A<'t or the pioposed Money lendeis* Bill for the 
Punjab ( 

SECTION IL 

Indigenous Banking. ^ 

{i\oti By indigenous banking is meant all iauik.s and Imnkru's otJuu' 
than the lni[>eriul Bank ol India, tlu' t‘\<'hiing( banks, joint stock 
banks and co-op(‘rat Ive banks. It im'lu(h‘s any individual or private 
fimi rectuviug dt'posit- dealing in Innuits oi h nding money.} 

!. St<ite what von know of the functions ol the indigenous bank or 
banker in your di^iriet or [irovincf^ (‘nuinerat ing all kinds of busirn^ss the 
bank or banlct'r transacts. 

g. How and to what (‘Xtcnt does an in(jig<'noiis lauik or banker 
in your district or })roviu(‘(‘ assrst in tiuaneing agmulture, trade and 
industry ^ 

State w’luil you know of the organisation of the indigenous hanking 
system in your distriet or -province with reguioj to 
(a) the amount of capital invested. 

(h) the volume of their business. 

(c) their exjxuises. and 

((/) the relations between om* indigenoub liank and anotluu’^ and 
liotw^een indigenous banks and other banks in tlie ('ountry, 
riz., the lmp<*fia) Bunk of India, the joint .stock banksann the 
co-operative banks. 

(c) the adeijimey of the facilities afforded l»y tin* ImfM riid Bunk to 

indigenouK bankers. 

4. State what you know of the various forms of hundis and other 
credit instrumentB imed by the indigenouB banks and bankers and the 



VI 


estient of their tme. Give sataple copiea of any of the hundis, promisfloiy 
lji0tt»8> receiptH. etc., umui iu ytmr locaiity, 

5. State wiiat you know of the uulj^i'iiouh bankers' met hods of grant- 
ing loans ami allowing rash rnnlits ami the terms and nature of these 
loans arifl cash credits. 

What are the means by wlueli the imiigenous banks and bankers 
provide themselves with funds to mef*t thetr deniands t 

Wdiat are tfie rates of mtt‘r<‘st allowed on \urious kinds of deposits 
r<»ceived by them ( 

b. Js it the general priohee with indigenous bankers to iiihiat oil 
advanei‘s being drawn in the sliaj)e of i-oimnodities pundia.Hini through 
(hem or rejiaid in goods sohl through their agem y ( 

W'diai are the rates <if mtenst utliei in mon*‘V or in kind which the 
ngri(’ultural community has to pay at present t<» tlie indigenous banker t 
In wduit manner do you suggest these rates (‘ouM be brought down by 
baiter organisation i 

Would the redact ioji i)f such rates conbu* great benefit <m agridd- 
tural community and increase its lesoureer^ then'by leading either to 
an impr«)V(’ment in the st^mdard of living or enabling them to spend 
mow on agruadtuni) ini[>rovements la^ltt'r agricultural imjdements. 
et(‘. ( 

After making allowam e f<U‘ the h*gal expenses, nninagrunent charges/ 
loHH 4 ‘S through defauil and losses flirough foreelomire, l an you giv<‘ .in 
idea of the net nduin t(» the imiigmious banks and bankers on their 
capital ( 

7. Is there a [uejndi’e in vt>ur loeahtv against tiu' indigtuious 
ban kern ^ 

Are these l>ank(*rs sufheiently proteeted in law { 

Irt lhen‘ any legal or (»tlier facility which can be extemhal to tliem ^ 

Are the dealings of (his class of bankers with their clientele conducted 
on soutid lines ^ 

If not, indu’ate tlH‘ fcxisting dtdtn ts, making suggestions for remefiying 
tlu*m. 

8. Would voii suggest any means of making this rdass of benkers 
mort' st*rviceable to tin* ctmiinuuitv i 

t*onld you suggest any means by which tlu‘ indigenous banking system 
in India could be improved and consolidated ( % 

!)<> you recommend any special facilities to be given to this class for 
thi<s j)urpose ? 

Wbat in the general system of aecounts keeping and to wdiat extent are 
accounts open to inspection or verification by customers i 

What do y<Mi think would l>e the attitude of the indigenous lianking 
community tow^ards the introduction of any measures for regulating 
their operations arnl for giving publicity to tln^ same ? 

9. Please* state whether the indigenous lianks and bankers are able to 
meet all demands for accommodation or whether they are obliged to 
refuse any cuther on account of the unacceptable nature of the security 
offered or owing t6 insufficiency of their wmrking capital 



U). How* in yonr opinion, should the indigenous Imnking system ho 
linked with the centml monoy market and provincial <^api1aU i 

Would you suggest the ostahhahmont of u branch of a joint st(K‘lv 
bank, or a branch of a (‘ontral reserve l)aiik, or a lo<‘al bank wiUi local 
fiirectorato. or an urban co-operative bank, in each distri<‘t with which 
the indigenous banking system may bo coniuH tcd t 

In what manner <^oul<i sueh a bank ins[)ire the couUdonce of the ui- 
digonons bankers and be able to utilise the lo(’al knowledge and 
experience of th(‘ latter ^ 

How' is tlu‘ competition oi such a bank wnh the mdigtuious bankers to 
}k‘ avoided t 

11. I>o you think theue is a large amotint ol money in tlo' di'^tric-ts 
in the hands of indigenous bankers uhe li doc's not tind <'m[doynic‘nt 

tlllOUglloUt thc‘ VCMT ^ 

Do von think tlial c»vMug to this eaust* unv large* uniount of rnonc'v is 
flowing to the i»ro\ iiu ial c*Hpital c'lther for Icuig or for sliort |M‘ri(cds ^ 

Do you think any kiiul of improvement in the* organisation of huHling 
or borrowing can la^ madt* by who h thc'sc* funds inste4id of flowing to tlic 
prccviiKual ('a[)itals wcniid find remuni*iativc‘ c niployrncuit in tin* districts 
and tiuu'ebv Ixnietit tin* distnc*ts 

SECTION III. 

Investment Habit and Attraction of Capital. 

1, W liat arc the* existing banking tescMucc^s in tin- piuvincc*^ 

( an you state* tin* amount of acidnional capital, if anv. rc'cpnnxl '' 
\\’h*4l ale* tin* means or nistitut ions in <*visteine tor f*nc*ouragiiig 
siivmgHand jnv<‘stmc*nt habit i 

W hat h<i.s iM‘eii the influein-c* oi c o opcoal )\ c' socu'tie', jind banks, 
insuranec’ coiupanies and provi<lc*nt scK i<*tn*s in tins n sp^s t ' 

An* the* pnbln* [uovided with full facubties f<»r tin* ni v’cestnunif of their 
savings ( 

Dan the* c*xistmg tac ilitn-s Im* mipro\c*d in any way or exteinletl in tin* 
snialh*r interior places ( 

(an voii suggest wavs ni which }»c‘Json-^ un willing t<» earn ndcTcsst <»n 
dejMisits c’au in* indu('c*d to n*inh'r then jeivings availe/oh* for the* c‘Conomi<‘ 
developinc*nt of tin* country i 

(an you give any us**ful information m regard to tin* habits of tin* 
}XM>ple of India to invest in siher and gold ainl hmd ( 

2. Are p()st4tl cash <‘ertific'ates popular in your district or province* 
and can any steps ice taken to in<Teasc* tlndr popidarity ( 

Do pn^seiit interest rates of cash certiticutes nnpiire n*vision and dec 
existing terms of issue* in any way ne^enl change ( 

Do savings banks afford all possible facilities to tin* pufdic* ^ 

What classe^^ of fcopulation resort to sue h fomis of investme^nt ^ 

Can anj'thing b<^ done to attra(*t other classes t 
Have you anything t/O s^iy regarding the allegeri eomj>etition of 
Government with banking institutions and bankers in regard to 



vm 


Vlepoait^i bv their attraftive rate8 on postal cash ccrtificateB and trcaanrV 
bills ? 

3. Stait^ the existmg facrilitiea for piirt liase and sale of {;lovernment 
securities afforded l>y Gov<*mmeiit. the imperia! Bank of India and 
other banks. Are yoti iii favour of «rniMting any special facilities to the 
small agriculturists and the small invt^stors of tlie country to take up 
sonc‘ form of Oovernmfuit security t If so. stall* what speidal facilities 
vou recommeinl '( 

Htato the existing facilities lor j>un hase and sale of serurities other 
than Govemment securities, alTorded by tin* various fin-irK ial agencues- 
(’an you indicate clearly tiie haluts of various groups of [leople in your 
district or prov iin e vvit li reference to monies w )iich ( (^rru* into tlieir luinds 
l>y sale of pr^iduce or tlirougli any other t aust* { When do they fc<H*p 
this money and for wliat purposi saiui in what man iier <]o they nsf* it I 
Do the farnuM's lend to telh»w agneuluirisl s .;.nd on wliat if' ms i How 
do tlu^y invest surjilus iiumu^v in a prosp^oons yea. r i (riv(‘ anv informa’- 
tiou yen ean reganling tlie amount, growth and di.strifuition of capital 
among the indigenous |>o})ufatioM. 

4. State wdiiit you know alH>nl the g?ov\ih of etiefjur halht. 

Wliat lias been the eiTe(i ot 1 io‘ aliobtion uf stamp di]l\" on clospies 
What I'lasst's of po[uilation use elnsjiuss ^ Have \'oii any ,sugg(est ions 

to make for further promoting the elieipie halut (c.r/.. pa vinent of Govern - 
TTUUit servants and ba-nk einplovces bv ehe<jues) ^ 

Mavr* you Jin>’ suggestions to make regarding the use of v(‘rna<‘ular 
H(*rif>ts in 1 Kin king '' 

5. Do ^'on support the vnew rliat tie* banking arnl invf*sttnent iuil>it 
in India is of very slovv growth ' 

If so, to what causes do \'ou attribute it ^ 

Hav(* you any suggestions to make rega.ni)ng tlie \‘ariotis possible 
nnsans of f‘4iucatitig t In* jieopie of tlie country to invtrst their savings 
in [)r()dm’ti vn* undertakings (c.i/.. propaganda by < hn eiMue iit in regard 
to Govcrnnient loans for capital <*xpendit me, etc.) ^ 

As far as vou know, what has been the i’.\su!t ef tin* i^pemng of new' 
Isranches in ns'ent years b\' the Imperial l>a id< of India f 

Have you any knowledge of investment trusts ^ 1 )o yon advise the 

formation of siU'h bodies in this [irovirna* or ' our district ■ 



SITPFLEMENT AR Y i)V EST 1 ON N A 1 H E 


1. Describe the part played by the tiifh ri ut ( lassr.s oi i)!inks and 

bankers and importing aii<i exjH)rtiu,^z fiims in tiuainani! <d traih^ 

of India during the following stagt^s : 

(a) Export Trade : — 

{/) From the village to tlu‘ wam!t. 

(^?) From the miuidi to the exptvrtiuii }>orts. 

(h) Irapoid Trade > 

{() From the importing ports to tin- distribiit iiig etidres in 
India, sneh as Amrit.->iu*, DtdliT t awirpore. ete. 

(fi) From tile distrihnting etaitres to tin- eonsvnni r. 

2. Wliat are the terras uii whieli the fiimneing of tradr vluring tin- 
above mentioned stages is done \ An* any »iifh< iili d s ex]>eri»‘iieaf{ ni 
ofaineetion witli sueli hrianving and have yon an\‘ sii‘j;ge>st ions to inakf 
for lenraving tliose dittieu hitss end (or improving in mjv wav' the 
existing finainial facilitdes availaidr* for the raoNfTnerit of irapoiir'd 
and r'\|Kkrt;il»le artiejes ? 

•e It has be*'!! suggiested the erows-r (»f prodn< e in Indn tloes 

not get the lull valijf* for his irrodne*' ov/rng to ti>e speenla.l i ve hn\i]i.g 
arif) s^-lling a.ef ivities of linns arni (ranjs'na s v fio.leel in the rvpon trade 
anti the etnilrtil of priOt's by the.s^ airlotloT bo.hf>. What :*!>• v<np 
views on this sneet\aiou ^ i1e.i:.v' sn|>ph-nv‘i,it vourvitavs b\' env taeg- 
and iiguj'f's within yonr knowh‘«lg«e li ave vt'ii :'Tiv obst-rvat ions t<v 
raakt' with a view to eusunng a }>' tier r*e:,n-n to the e}’ow<-rs of produee 
in India ^ 


j«o y 83— t; 




BOMBAY PKOVINCIAL BANKINO ENQl^IRY (Y>MMITTEE. 


MINUTES OF EVIDENCE 

TAKEN BEFORE THE 

BOMBAY PROVINCIAL BANKING 
ENQUIRY COMMITTEE. 

Monday, November 18th, 1929. 

SURAT. 

Mr. J, A, Maoav, (‘.l A’ , i.l '.S, 'hjctirtnan], 

Mr. J). 1.. Hr* Ki.EY. Mr. H. S, Kamat. 

Ml. fl. V. Desai. Mr. h. Mkhta. 

I'ruft ssMi \'. (1. Kalk. 

Mi. )L I'. Ma-am (.SVr/>///ry), 

Mr. H. V. BRAHAM, I.C.S., Collector' of Sural. 

Replies to the Questionnaire. 

ESTOts J.- Pros i'iuuv i" hy ot. for Hniuvioi.' ilir A^*:rirn!t >u i>^l a .im 

uinlt'r : 

(fj'j rti(Jt 1 - Aiffiroh itrist'- l.oniN .V* t ( \«-t XH <»f isst), 

(/-; riitit r ih*' K;in-l I Hi otoamih irl LtHiris .Vrf ( \> t XlX <}f iSSil). 

if ) PihiiA th»' it-mis.sioH rnh-H, 

(o) arr* .clvnilf rri Ufldn thi-( .\r1. fiyr tho jHin nf t altlc. fuvlijr'r, 

iiixrirulMjral iiu jrlt’iijfHt .s iiiul niHrmia', lint] fho of lalroor roqtjirtvi fiar wpofliiiy, t 
for rflmiltlsiH/ royrti hv Orv or Hoo*l. 

In tlifs Itiiois untlor tloH A<’t arr* t*.r Iw- L'ivr n <rn)y in hno M r>t -« !ua ily t>r 

in r iia iiniHtAn«M‘.s vu<‘b. a" tir*’ ur llnotl. 

*//) 'riiv {un jaoAOM for whit-h loan>< t nt; l«' vajna tl nialt r ihi^^ Art. air : 

(1) 'Fhr rut lio/j of }ls. tank.s ami rrtln i vAoik^ for thr oijrply, or 

oVint rihut j«>n «*f AV .it4*r for t in* of ai/,< ionlf ttn*. 

i'2\ 'rin* prtajwirntion of luial for inairation. 

(3) 'I'bo nn laiiHilion, < b’araio o, or {H-rnuanont inaprova-riH i.t of l.oui ttir 

aurit nit urr. ( >r<ljr»Aniy there in very little *i»*nHin«l for loans nmit r ilii Aei, in thm 
(liHlnel. 

{<‘1 are not «(iv)anoe<i for the jmyito'fil »>f land revenne. lint in bad y»-ars when 

the fail lAitd ntvenUA'; j« or MUHjvondefi in loaaardnnfa with rn!' > fiaineil for 

tilts |nirjH>H*^ 

The prewnt rnt-i* of uiteirrjat b>r Itaana nnihn in,> and (h) is t> 75 < ' {il d tiis nderest 

is .Hlinpk'. laaiiiia are rcspaynbU* l»v aijunal instalments. '!'l>e nninU r ttf sneli itintai- 
ments vark^ with th^ amouid of the Joan arnl the eapa-» iiy i>f the l>orr<-vvef , '1 he 

rna.virnnm jH'nrKl over whieh rej»aym«nd of liian*i imder (n) may evlend as onder ; 
Sta^d, mattlire ltf«i hiriMsf t alt ie .. .. , . ’J y* ara. 

Wixsciing aiid fodiier, eU:. . . . . . 4 

ihirehawt* of eaftle, rebniJdiie,? of honsi*H and pnrchasw^ tif 

iniplemeniA . . . . . • . . s ,, 

MO T .S.'f — I 



Th«5 mim] form of tM£»f urity w land. If tbia ia not availabk or h inatif&eient^ peraonal 
awHmrUy in taken. Under («) [M'^rswirnil atn urity on the joint Ixmd ayatom i» aometinma 
taken wlien then; are a nuintxir of horrt>werM in rn»e village. Moveablo property 
or standing erojm are not aeeepU'^l aa mh urity. 

In villageB 'whert^ Kmdeti*^ exist, loaiiH are not ordinarily grAni4*«l under 

(a) an<l (h) by (^n tTnmenf , but this work Ih entruBt<*d to the RO<uetie« concertu;<i. 

When land revenue in HUHtwocled, the rep;iynH nt of OnvY/r/ toana i.s similarly su«p«;n<led. 
I am not in a poaition to deaertlw the part pliiyed by other ii^eneie#^ in uKrieuitnfttl 
hnarwM'. For this nrferene*' may Ik* rnnfie i<» th<* AssiHtant |{eg»fttrar of C'o-ofiera- 
tive SfMuelieN and those who are rcsjMiiisihh* for the banks eoneenuMl and t<j l<H;al rnonev- 
IciuierM. N<o have I any idea of tlie total amount of eapifal retjuinal for tliLs |>urtH>»<‘ in 
this (iktrh t. 1 l»av«- already Huppliefl the t^irninitt#*^' separat^'Iy with ligureH of 
loank advamefi durtn^j; the lust ten years, 'rhese, of course, vary with the season. 
When the ."U'amiu is favourable and the auieulturi.st,'.' ( redit is goo<k he gets what 
fi«»i«tane<‘^ he re«|uires from his own so«vv// without reemirse to (luvernment. 

As mentioned above, < ooudinatlfiM exists la tween tiovernnient and the lo^ofn^rutive 
societies in the Hemu; that tlovermnent leave the so< icties to tinam e their iiun nii'mliers. 
1 am not aware of any eo-ordiiiat ion lx *1 ween the ntliei* ,iu»'neies, 

*1. dduux; are three el/tswes o fuku ieultural hind in thin district, <.r.- - 
J iruyai or dry (U-op. 

Kyari or rji;e land. 

Hiujayai tir gardcui laml. 

I assume that by value is nuumt murkt't v.ilue. It is not {xiKsihlo. w ith any approxima- 
tion to aceuraiy, to asHtgit one value fa r acre to «‘aeh of t hes<* i lasses for tJu' whole 
diatriet . V'erv roughly it in e.stimated iliat these values ary an under in the Heveral 
taluln,s iti the distriet ; 


raluka 

.} arayn‘ 

K y a ri 

Hayaydl 


Ps. 

Ks. 

Ks. 

Hulaar 

2tKV fXH) 

2VH>--tR»0 

: too— 800 

Chikhli 

20 - 2(H» 

fitv-- aixi 

KKt— 250 

Jftlalpur 

2t)0 4t«> 

54MI -w(H) 


Pardi 


J 50- ;hH> 

;g H » -400 

V'akui 

125-225 

225— a25 


Maridvi 

2(V HHI 

25 20(t 


('horasi 

4tH>— 800 

:ioo -dKH> 

8< to— 1,200 

Bariloli . . . , : 

loo -3<«) 

150 4<tO 

.... 

Olpad . . . . 1 

KK>- '250 

125-200 


The factors Htlt'cting the 

market value of land 

an' many and 

various. Some of 


those an^ - 


(1) The tenure on which the land is held. alienated or unadiouattKi, restricted 
or unree trie tod. 

(2) The caste and cir(;um»t4imH>« of the purc!uis»>r. 

FI) The relations between the contracting parties. 

(4) The situation and v^Tosperity or otherwise of the village in widob the lajad ia, 

(5) The situation of the land itself, its proximity to the village site or to otlier 
land belonging to the pimdiaser, etc. 

Mr^ ii. r, iiraham. 



(0> Th« (Quality o{ thj& Utwi an<i ita pnKi active cajwcity, 

(7) Th« exiistonce or otherwise of irrigation faoiUtie}». 

(S) Supply and demand. 

(9) St4^te of tra^le and money market. 

Pricen realised in (a) and (h) are »a » rale lower than those ir* (<?). Caaea under {a} 
are rare. In oases under (f>) th(‘ villagers freijueutly eomhme not to hid, with the it'esmit 
that the decree holder has U> pur<*hase the land hirnscdf at or near the upmU priee wdueh 
is fixed by the CoDwtor on the haais of the pnti< h valuation of th(' latnl verified by tJu> 
ialuka officer in the li«ht of previous sales in t lir' vicinity. 

4. The only hga! imfx'ditnent to mortgage of land is in tlu' case of huul which i« 
hold on the n(^8<net:.ed tenure which cannot sold, mortg.rgiMl. leasc<i, or otliorwise aliO' 
nated w'ithout the pnnious t>eimi.ssion nf tlu' Collector. I>and r«n t his tenurt' is ordinarily 
granted only to the more Iwu kwanl class^^s wlntse lands wiuihi lUln rwise sooner or later 
jtass into the hands of the money lender. 

Cnder recent orders waste land in futnif' to giMui mit on the impart jhle Uauire. 
f.*and held uii this teinjre cannot Ik' niortg.iged e.'i(‘( pt jjs a whole. Out of th»> total 
arcra of oeenpie<l khiJm land in this distreu in acres were hetil ou tlio 

unrest ricted tenure and l{7.l!dn on o strieted t< nuit\ 

There are no land imu'tgage hanks in this fiistrii't. 

o. I know (d no such estirnaie. apart from the statements which the v ilUgera them- 
selves som(‘ti!ues make on siK'h occasion.-, as that of a revision ttlement. The only 
way [ can imagine in whii h an (‘Htimalt of .'iiiV value could Ih' oldaincd svould he by a 
detailed exatninalion of the aci'ount hook,' of all the fK’rson.s to whom each inhabitant, 
of a village is indebted, 'I'his wouhi he a ver\ teruitliy and lat)orious huMiness, and even 
then would not disclose the purpose s for which monc . mm eai h omuision w a.s lairrovved. 
In this eonneetiou I mmht refer to the refuarks in {lavagraplKs IIS arid lilt nf the Broom- 
field-Max^e 11 Iveport on the revision setllenuuit of the Hanlolr and t 'horasi tahthoi^. 

it- is a fact that a Ijirgc nunilaT of ugricuiltnnsts. more oi 1 ch.s eificient. do become 
tenants of their own land which th<^y mortgage to their ^ouH'avsH for the repayment of 
debt. In such caec.s the "Orccar d^ually geiti a fe>alo deed executesj. w ith an c^rul agreement 
to return tbe^ lauds to the? debt«*r wUeu lht5 debt is repaid with mU rcst. I am not t>urc 
that this proccas is uot'esi><iri)y deterrent to ctficient cultivation. Presuruabh^ it is tri 
the interest of the tenant to jiroduet- a.s much a.s he ran in excess rif what will Is* required 
to cnAhle him to pay ht.s r<m( (intercaf) to tiic moncy-h'uder. 

fi. I attach a statement eontaining such fiL’urf'> a.s ] iisvf iKrui chic lo tddain. In 
addition to tlu se suhsuhary indust rif s rm'niion slionld he made of the considcTahh trach' 
in grass, particulnrlv in the Bulsar and Parfli talukfin. The e.xpc)rt8 if-portcrt from thc ic 
two ialukus last year were 

Bulsar . . K,4i», pMt Surti maunrls. 

IWdi . , rk.Tklhk „ 

A very considerable propfrrtion of th(‘ r»ccupicd land in iIuk distrif t is koept for 
and grazing. In llt2S-2‘t the an*H under grass wa.s ;k!t»y>47 acres, d'hotigh there 
no regular dairy farmnig, apart from the f .htvernment farm at Snrat, th* pcojtlc kec|i 
a large numlx'r of milch rattle, the surplus produce' from xvhieh. after su})plying their 
own needs, they acU. maitd,v in t he form of yfe. 'J'o w hat extent the agricultural income 
of the district is rrupplemented from this sourer is a matter which, nn far as 1 ktmw, still 
remains to tje invixstlgat»j-d. According to the last cattle i oiikuh taken in lh21-25 out 
of a total numlx>r of cattle 11,77,103 thfue wert' 1,21,012 roikh cattle <^>m|>rising b7,40d 
OOW8 and 54, IH she- buffaloes. 



The only way which I can for eiiahiing tlie producer to get « better return for 

hi« produce is lh<! fornjation oi co*op<^r»tive sale »rK-ictie«, 

Qvmriojf ft. 

HttMeimnl of gmall auimdinrif induMri^a, 
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The following figures are nvailahle : — 
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Talalpur 
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Oral Evidence. 


5S1(K Tht Chiunnan : Mr. Br»iharn, yon are (he C<dkH'tor of Snrat ?— Yea. 

5811. Sinof' how long have you Ixhui here f — One year. 

5812. t^an you tell us from your exfx'rient't' whether ihert' i» aufHdent eaptta.1 from 
varioun aouroe#j to meet the nets^la of iigrieulturi.st-e in this taiukn, or does agricul' 
f nrt' auflfer for want of capital 1 — A^ far m (toveninumt i^cam is coiii'eriietl, I <•«! iay 
that there i« very little demand for tijcmvi for land improvement under the laMid 
Improvement Loans Act. 

5813. Havf> you found in this diatrict agricuhurifit« suffering for want of capital ? — 
Ko* apart from the fact that they are in debt 

Mr, B, V. ifrdtnm. 
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5814. you Iwen in k>ut h with the <‘o-(i|X‘rntivc Movcnicnt in lhi« district ?— 

ot intiiaAtdly. 

5815. C»m you suy how far it is st+tisfyinK the tieinls of {Vj;ri«'ulturists from the {xhtit 
of view of finance ? I shouhi wty that fhor*' hIiomM U an extension of the Movement, 
epj:»evialJy soviet i(*H. 

5Slt). Have you S4‘en the uorkinjr t»f si^h* siHioiies ? I think what the Htnall 
aa^ri* nlturi>>t nreds is stum* sort of eoinl>iimtioii ax co-o|H'i'iit»on {o gt ( the In-st value 
for his prfKiiKT. 

5817. In reply to »)uesti<m I, referriiig to Innitii. you say ; 'In thin rhstriet loans 
\jii<le! thin Aet are to U* u'iven only in times uf seareilv in exicpliunal ritvnmstivnees 
sueh as firt' or fhxx^ 'Inhere are two kindK of tno ts ; »>ne eutled tlu- sjh eiul too t atul 
the other is ealled the aj)pri'V<‘(i traei. In eaM- of svM'eial traet h>ans under the 
Vgnenlt uriMts' l>oaus .Vet « onild tn* giv('n in normal times as well as \n fainiue time?^. 
.Vpprovevl trnet« are traeis in w hu h loans under the laintl lnipr<»\ einent l^^sius Act are 
to Ih' given through eo np< rative so- leties. 

oSlS. Is iairoi'i ei\en thn»u<jh < o njs'rat i\ v soeii lies? A es ; last veat we 
did that , 

r>811k Is iheiv no demand i<)r t<nrnn for land inipfovement ? from the api»lient ions 
I have reeeiv-si. | suv <]«at iherv is htih' (h rnand. In I’arn li Mah.ds \\r used te* get 
moo^ demand. 

oS'2ii. Dot's it inrun tiovt t)u re \h no rorun f»u j o»d imprioement ? I say that, 

5821. if there were prt'paganda, \^oidd not <leni:»nfl f<»r larnl improvement l>e 
cnated ? Some {uatpaganda for impnoad implmnentw and la-lter kind of ^w^ed if«, 
carritMi <nit f>y the Agneultural Dejiarinient. 

5822-,- I refer to Uml improvements. hu< h a,, bunding ami wells. l>o \i.u not think 
there IS room for such jtropagiimla work ? I (Innk agru ulturu^ts tlo mm h themseivea. 
w'jh->xit any help fnnn < oe.ernment. It is rathei' dangerous to suggost Ut Uiem to 
iueur debt^. 

582:). Bvt they -^01114 he j:.v.rrmg dt bt^t for produ- tive purpo*a> 

5824. I tiud from xour hittloiaent Hov^rt for ^^h^tlod tb^t. during the proxdou* net tie- 

ment fmriod a goixl deal of »*apital was given f«>r emhankincnts and jirrn/nt land 
was converted into rice land. Do you n^U think, if more tinam jal faeiiities are giv<’n. 
more of such land improvenn ni .-ould he i arned out. iii ntlser wrtr<h, wiother l)n» 
want of HUeh faeilities prevents fH'ople from earrying nut hoid irnprovi nmnt fhmghlv 

I think that there is room for improvement, dde* fat Hit hh fire there; if ttev want 

loAns. they can get therii. 

5825. So far as the ijueHtifm of linanejiil faeilities is t oiM t'rnetl. I exjxt f m a djptri«t 

like this one hax to diftiinguiah Ixd.wfxui the kaluituaj and the morv advaneetf ehtjsaes. 
Ill oaae of the kaUfmmJ, if^ not tarcari given for eurrent agncuHund nefeis under tlte 
AgneulturiatB' l»ans Act ? — Only in timea of weareitv jt ia givy n, Idm rt»strietio)| 
applies to both and then* ia no di«tinet.iori ladwfa*n the two elaH^sa-a. 

5H26. S<i far as the kaUjmruj an* eoncerned. are there many Pat fiantt adi am*ing money 

to them and recovering by foree ? Have yon heard of any wimptainf s about them ?— 

1 have not peraoimfly had the coniplaijit, I think there wm a rederenee alKHit it. 

5827. Some of the witnesaea and othora also who have Rubmittod writt^fn statement* 
to VM aay that in «ome ('ases khai*>4^r« ha ve to borrow money in order to pay land 
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thiit IB id* «ay, tKe cmp in not ^>14 at tho limo tho land mvenui» ia colleetod. 
ftavo yon hoard nfty about it ? -The?}' got afiranccfi. 

5S28. 8c>m/5tim<iM thoy got fidvaruroa and thoy have to lx>nrow ? — f know 

that thoy do got advanrof*. 

5821K (lotting advanooa in<''ar>>» Ihoy havo to pay a higli rato of iutorrjHi on ihr' 
loanft ? — Ych, 

nH3(t, H jw-iOplr Imve to borrow or gt J iulvaiK ^rH for t>ayjng tin* land roveime, would 
Ihorc Ik* any dangor in [Kwtt>oning tho aHA<*sHmcnt ? riiat can be dono ur»dcr the rulea. 
In vilhigcft when' there is a large .iT'ra ui)d«’f eottoij (»r rnKi crot^s the {>4'opIe Kometiin<>« 
ask for later instHlttient dates, f was looking into on<* such cane last, year. 

5H.'U. Is it iiMtiafly out f»f thi' nnniey crop tlnil they j>ay land irtenue ? Yes, out of 

the eotUni (Top. 

5882. So, even in tfUuin/i wherr there ih hojrf or jiiar, and also Home fsitton, the 

agrirulturiKtH would rather prefer tr* pay aftiT tVie nale of the eottoni ? Bceause they 

want to k4>ep the other crop as nuieh poKHible for their own eons umpt ion. 

r>K.‘{8, Yon Hay in rej»ly to «jueHti<>n 8 in thr* last paragraph : ' In cfises under [h] 
the villagers frequently eornbiin’' not to bid." floev that luipp'-n very often? -I can 
remember fairly frequent, eanes in wbieh tlnue was no bidding. 

5h;J 4, Jt has U'on suggested to us that a land mortgage bank should Ik' started whieh 
^rifi advanee long-term loans on tlm Hecurity of land, and when the borrower defaults, 
the land ean la* sold. Is then* any danger of fH'ople not thdding fo' the land ? -There 
is some danger. 

5835, IVk's this 4‘omhination hapjK-n often ? ! think, it does hapiaui. 

5838. lX>os the «Ycnovjr himself buy tlm land ? The deerer Imlder has to purehsHe 
the land himself at or near the upset priet' 

5837. In euftc ^ f land on the rt>ftrieW(] truiuro, is the < redit- of the khUcd/ir rehtricted ; 

for iitylauee, for do yi;u 4'oiit*id<T tho laud t'U the restrictod teuufo of lesb value 

<haQ laud under ordiaary tenurs* ? — It may uot be ^o in tho rase of berau^e in 

ease of default the land ie forfeited to Government : but in the open market from the 
point of view* of Ins erfslit, it dof>s afTiMd him. 

5838. .Yre then' any UiLiicHdri vidag^i'R in this distriei ? — No. In talukfiari vilbiges 
in the ranch Malmln ami Ahrnedaliad tlistre ts timre are tenaids-at will. 

583tb ("tin lands in tnlvkffart viUagew m»t Ik* taken as stH*uriiy for loans ? — Not without 
the consent of the UnJukdar himself. 

5840. Would the fahihfnr agree to it if u tenant wants to Isirrow^ ? -A great dml 
would dejiend on th<’ individuul Inlvkdar eoneerned. 

5841. Are tlicie any figures in vtuir ottiee to show whether land has la?en passing 
from agrieulturists to noroagrieulturists in tliis district during the last five or ten ytrars ? — 

I ha\*e triiHl to find out. The quinquettnial n»port of JP28 shows that 7J twr cent, of 
the land is in the hands of agrieulturirtta and 2tt fS'r rent, is in the posm^ssion of non- 
agrieiilturists. 

5842. From your reply to ipiestion 0, 1 find that there is a largo jiart of land under 
grass, pattioularly in Bulsar and Fardi (alnkm, .Is that because grass is more |>aying 

Mr. IL V\ Brakam, 
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than ordiiuiry cn>p> or k it because of want of lalwur or want of capital t — 1 think tliere 
am varioua facu>i*ft. 'XlfWMx^ k an ex^^e«4l^vc itnmV>er of cattle \n mmi parts of (Jnjcrat. 
fn (’hibti faluku alH>ut 55 {K^r cent, of tht‘ <K<‘upHMl land is under graas, them arc almwt 
thousand cattle, and only alK>ni l,4dd acres aasipned by Odvennnent for grayling. 

5843. Mr. Karntti : You have given a statement of small subatdiary indusirit^. (’aii 
you also give oh soMie tigun^s <»f tlie apjiroximali- <‘ajutal that might Vk‘ iuvt'sUxl in your 
(jistriet in the^w' intluatrie?*. For iii.staTu<\ you say tlu re at\‘ about 31 cotton ginnertCH 
in th*‘ district, t'an you give us a rough idea of how much capital mav U' invtsstssl in 
thts4e, and w lather this capital is local capiud, also wbeth«‘r them is sulHcient capital 
in the distrit t for iutluslrial ( xpan.sion ? - < >nc nmy be able to find otit whetht'i tht'v 
are financed from inside or outside, but it wenild la' diOii ult to find tuit how mueh capital 
is retjuin'd. It means going to ihe owners of these c'otton gins and presses luul asking 
them alsMit tlu' total timnunl of theii capital, and I do n<»t kmc*v whether they would 
giv<* thest* liguT’ew. 

5S-t4. it he eotnenieni to limJ out appiovimati ly tlie niunlK i' of workers 

engagcti in cotton gins and picssi's and other etun erns during tin* hist, say, f4^*n ye us in 
order to .M*e whether agricultural IuIkuu has Is'eii going into iiuluHtries |irel tv largely 
dunng ihi' last ten years 'r 1 shall obtain information almut ihc nnnilM'r of criiptov*s‘s 
in eotton gins and jiress<*M diinng the la.sf nai years, 

0845. (’tuniug liack to the i{U(‘stion <4 tanari, it si-eins that at the pfcMmt nniment 
the jiolicv of (iovrrmncnt is more' or les.s wliat I tuav i all a passive* |H»lie‘y rather than an 

aeti\e jeoiiey of liclpmg the agncultun.st s t** im|>nA»‘ tin* iaiid, that is to say. you wait 

ami sts' wlu'thcr the* agrieuit uri.st.-» ask for loans ? \ Cm. 

oH4f). S]K*/iking from the tK»int of vieov of a reAcnue* tifliccr, would vou sav that an 
lu-tivc poiicN' of Iteljang the- agriculturist to improve* his land and thus gt't more ineoiue* 
from ugni'uhuit* eithe'r by projiagamiu or ley judicious otler of Iouiim would la* a sound 
and gn'Hctieahle jailie v ? —It would !►<* a soumi pe^liey, and as re'gards propaganda work 

it would be- pra* ti<’abie, but so far aa tinaners are coneeTtied, 1 think, it wouhl be* very 

difiieull. 

5H47. I wonder whe*ther your I >e})art m<*nt has found out ap}froximatety the total 
land in the* distrien. which wouhl Ih- e la.sHed as unecomnnii' hohiiitgs, that i.s to way, hokb 
ings iH'twee'U live or ten ueres whh h wrmid not pay an agrieult uriKt if he lives on agricul- 
ture alone ? \V(' have Moine tigure.s collected, from whieh it seems that 4tt ]»cr e(‘nt. of 
the occupied land in this diatiiet eonsists of holdings uj» to tifieen acrcH in e.xU nt. ’ 

584S. Would it not bo Ix'tter if (lovernment were to take up an aciivt* policy 
of providing minor irrigation works so that arnall hoklingh may la* made cismo'mie ' 
Would that poliey not in tint long run in the interest of both the agi’ieulturijsts and 
revenue assessment ? — Yes. 

58411. Have you any special officer ap|K>inted in this division to go into |K>ssihIe laiul 
iraprovemeuta and to Ktjggc!«t from the eiigineeriiig (xiint of view any }K>H*tiblc improve- 
ments w hieh euuid lx? undertaken ? — There is no special officer here. 1 think Mr. Iwiwsley 
ha« been doing wjme work in this connection, 

5850. Tk*^ Chairman : 1« he hen? r -1 saw him in l*anch Mahals. 1 do not know 
wbtsflher he came here previously, 

5851. Mr. KarmU : Aliout touch kHstwetm your liepartment and the ( ’o-operative 
Depart mr'nt, wouki it better to have a gn^ater and cloar^r a»»fK;iation l>etw'een the 
ofiiceni your Department and those of the Co-ofHjrative IX^piutmeiit ? Do th» men 
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in your Depart nijent know what in tieing done by the Co-ofierative Department^ at 
fjKMjitif** given in the matter of finance* ? — They know the mm ietiea where 

they are. 

5H/52. Do you think that the eoriiaot i« quite enough ? — They <h> know , hut I tio not 
know how rnin^li further they ought to know, 

5H53. Do they ktum' tiie flelailw, what help the Co-ojMTativo De]Wirtmeut givew and 
what help eould [M>HHit»ly tw* given ? — I cannot really MiV that . 

5H;i4. Any way there in n feeling tliat it would lx-: fx’tter for the agrieulturiHia if men 
in tile lU vetjue Ih |wirtment tome irt eIom*r eontaet with nuoi in the Cf)-o|>erativ'f 
Depfirtjni'Ut, and know the workings of the Department ? V<'rt. 

it hiiH Ikhui .suggested that the sovv</r-f< and nioimydendnrs and timir njetliodn 
of huHim*aw hliould la* regulated by a M(»in\y- lenders’ Aet. (‘an you t-ell um whether it 
wotihi Ix! ih'sirahle to liave, for instanee^ a lint of nx ttgruMs] money- lei nlr-rs as l/> 
bring fiotrrar.H and banka into tuueh ? - What would y(*u do witli the lint, is it in 
eoniux’tion with the proponed Aet ? 

AHAti, It might l»e imeful in ('oniu*<;tiou witlithc projHjMxl Art, or tins might lx- UHeful 
from ilw [K»int td view of banking ? — Frotn the lievemte Dt partmont |>oint of view there 
would be no advantiigre I tliink from the banking pujnt of view it migbt U" uM*ful, 

r>Hr>7, Hiu» your l>ei>artm«ni any irlea whethi‘r there are too many nouH'ur.^ or too few 
for the ntHsin of the agm ult uri!*«ts or of the trade in tliis dintriet ? ~1 iKTsoually 
have no ulea, 

iiHliS, Mr. (hsui : Ju your , statement, you nay : “ As rnentioTux] al>ov’e, <’ 0 -or<iinHt ion 
oxiats UdwiH'n (lovernment and the. eo-ojxuative .soeietien in the sense that tlnveniment 
ItHtve tile Miteietiea to tinaiKu* their owui rnernlx'rs. I am not aware of any <0 oixiinntion 
},Md'wt*on the oihtu’ agencies. ' Will you give your ideas as to how' to link tluvse otluu- 
agem ies 7~ 1 do not know. I have not thought the aetivities of the imligenous 

(>ankiUH and the ImfHuial Hank. 

r>Sfilb VgriculturistM are paving lieavv rate'. <iurtug the mouHOon, when mruvy is 
available in Bombay to barikn amongst themwdvea at very rheap rates. Agri{'iilt urista 
pay ht*re from 10 U» -4 |xu’ cent., but if there is eo-onlination, would not the money 
available in Bombay lx* utilised in the di.siriet at* heap rates ? -They pay to th»*ir toeal 
fnitrias 24 {XU ecrd. ami not to ihe l*uuk. 1 t hiiik branehes (»f banks sliouldlx* ojKOu-d 

m 

in the (list riet . 

58(Kh fVo/ow Knif' : It has Ixxui stat('d to u« that whrui the land of a cultivator 
[MiSHes from his hands into the han<lK of ih(‘ .youvxir, the etiUivator generally lose?* ht‘Art 
and diH*« not carry out land improvements with the r«»»ult that the eftieiemcy of tim 
industry sutlers. \ ou .neem to hold a ratlier contrary vie\%', be<‘auM> you say : ' I am 
not Hurt^ that this piVH Ciis is neceaaarily deterrent to cfticient cultivation." What leads 
you to think that the cultivator wdl continue to take the oanve inU^rest in agru uUural 
ofteraiiona when the land pasix^s to the xotrrar T - When the land is moving teoit>oianly 
i«tt» the hands of the ,mu>^ar, the (udlivator knows that he can get it back afu>r paying 
bm>k the debt to the ; he prolMibly would not put in much capital for Urge 

improvements, but he would try to prtwiuee as much aa jxmihle from the land over 
and alKive what he has to pay to the .snwvw as rruit or in1<*rest. 

r>Xdl, DiH's that apply to tenants- at -will alao H — No, there U no land improvement. 

Mr* V , Hrnhtim, 
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Mr*: F. L, Mehia : You reefer to «omp fijrun?« of loaii# adviineed under tb« 
Taecavi Act. I hare aeen the figurea of loan^ advaiieed* and I should like to know 
whetiier figures refer to loans advaijee<l under lK>th Acta, the Agrioulturista^ 

l^oans Act and the Land Improvement T^>anH Act ? — Yc^s, they include both Acta. 

5jS(63. Is the rate of intei'eat the same in l>otb ciujee ? — at present the rat© of 
intereit is 6j per cent. 

5864. In reply to the Chainnan you said that otic of the effects of the restricted right© 
tenure is to restrict the ert^dit of the holder, how is that twi ? ~ I think it muKt Iw, because 
the land cannot be transferred in any way without the Collator's permission. 

5865. Are not tb© terms of ti nance for him houml to la? onerous in that; case ? — Yes, 
so far as the sfwurity is restrieUd to land. 

6866. Having restricted the credit of the man. do you not think it would bo the duty 
of Government to do something to stn? that la*tter facilities an? atTurdiMl to him ? — do 
not know on what line.s it could Ik* done. No an<*. cither Oovenimcnt or any one else, 
can advance loans wnthovd s(?('\iritv of huui. The tenun' is fvu hia Ix^nelit. 

5867. The C/uitnna/j : ik) you think that it is necr'saary to take sjaHuu! moosuivs 
in the oiiso of these Iwickward }H>ople, who have in» credit, !?> give tlwni financial help, 
or do you think the existing facilities are enough ? -t can only judge from the demand 
for taecavi. From my experiemt' 1 can say that -there is vt?rv little demand. If there 
is a demand for taecavi in an ordinary y<’ar, I would say that there is an indication that 
they do not get what they want. In the abseiKK' of suc h demand, 1 think, it is rather 
difficult to Hay anything definite? on the Huhjeet. 

(The w itness withdre w.) 

Mr. C. M. GANDHI^ B. A,, LL.B., Advocate, Chairman, Surat 
District Co-operative Bank, Lid. 

Replies to the Questionnaire. 

i am connected with the 8urat District <’o imperative* Bank, Ltd., from its very start as 
Surat District Co -opcral ive Lnitm, ht<t., in the year Ihl)9, Kvcr«in«‘e that time I have 
been a memlxr of its Board of i tnectors and have lacn its Chaii’man from thf* y<?ar 11U7 
^mwardjsi. My anawt rs are the rc‘«ult of luy cxjK-rience dCrivetl in boilt these capacitioK 
andoa a Iww'yer of 63 years’ Htiinding in the dislrii t having a conHiderablc practice araongsl 
ail the agricultural cloosea of the people in the wliole of the Surat l>iHtrict. My anawers 
are moffe or lea« confined to the Surat Ihstrict. 

SKCTION I. 

AoKlCyLTtVHAL CKEUrr AND CREDIT rAClLfTlKS FOB 1 NDCSTRI ISS, — I doal with 

queatioiia 1 and 7 t<>gether. Before the i iicorjrx»ratiou and formation of the Surat 
Diatnei Ck» -operative Union, Ltd,, in the year llKiti, the agriculturist in the Surat Dialrict 
wa« mainly £mane<,*’d in the following ways 

(a) The village money-lender w'as his principal aoiirce of tinance. He waa Ixiih lu« 
money-lender and purehaoeT of his goods. He advanced monies for of culli- 

vation and i! he wo© the village trader aUo, aa a village money-lender usually he 
|die<t aeeda m well hia other HUiall neceauaries of life, attended to hia needs oocial a© well 
aa aigriciiHural iidvan<dng money from time to time, and maintained oa it were a cuiTcni 
mo X 63—2 
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lU^oount with hinj in and nut aiul paid off either wholly or partially by tb^ 
agneulturiat a^cwding tht* rtwul* of tfu* agrinukiiral itjanationa in the year were 
gixxi nr fait. If the a^ricuituriat wm not ahh- to \my otT the entire debt incurred during 
the year he would gladly have the a* fwjuntw aftjtiJ'ted and balttiKe drawn for the next 
year. In that way the village rnonev lender went ori fteiir.g hin hanh all hi » file. 

[h and e) When more xiiaoey wan wanted either f‘>r iini>ro\eniei»t>i or for expenMe?* 
for good or l;ad o<'euwiori*i to tie* lainilv , hu< h mairiageis *»r 4d>Herj|uial ee rt^inonios on 
the deatiiH frf memlters of the fatiuly, the* agrienlt iiri'^t hmi to go outwHide Ihn village to 
the money lender <tr «/ero(/ in the /n/a/oi town who utl\ ane<d niotiey primarily on the 
at^nirity of his lands or ornaments. K«.jr otin r .njan lal JoM*dn Mieh as payment of 
lainl re^^r-nti<‘ e»r port hase of rieef Ksaries of lifo aft#/r the faihire of a harweat, he 
larrrow'eil either froiij the village money lendr-r oi fi^on th< moio v l^ohler hanker in 
the txrwn aerordiu}/ an ho wanted small 4>r lar^e sums of money. So far as the (rnj>enal 
Hank of Indiu or the juint ntoek hanks are eotiet roed iliey nevt-r dirrs tlv toueb 
Htgrieuitnral tiname at all. 

Kver Hinoe the eooijMoal i\ <• en-dit so'-Ut nv-i and the t oe.jH'rati\e e<‘ntrai )>anks came 
into cxiatere e they have, m all vi!lag(\- w In r*' tfiey ha^>'> i»et'n formed, supplanted the 
money lemier to a great extent, hot they luiv# iK't la*en ahh to oust him altogether 
104 tliev have not laani nliU to limime all tu^ needa a** and when they Hiise. 

' Profertsional money Kntlers like the Pathaijs' d<> \ery idt!** of agi ieultn/a) finume in the 
Surat dintriet though nodoul't theyd*! woiue meuu'V- lending in villagers on a ktiihII scale 
at uaurioiH tales of interi-nt, lint so far t he Surat district is oom ertual that « lasa can 
ln' eoiiftidered almost negliciVlr Ihg cultivitf*»rs uWo hi ip small farmers with nKm€*y €»ii 
(MJCaskmis. In fnet w»* tiiui in hoiiU' ea'ses goeui faiiin rs eornhithuir in thems<dv<\H Ixuh the 
iKHnipation#* i>f a eultivator and a moiieydendef . 

(k»v<unmen1 uiwo remler aome hidp to agtienhnrists by "‘h'’ i advances for 
land improvemiuit and foi NfHs ial net ils of Mg*i( ultnrists wlu ri harvests wholly or 
^mriittlly fail. 

Mif'rcluintM dealing in eidton, certain kinrlis of fiuit and vegetables, and even in catfes 
otluT eriJps, adv am*i* moin<-^ against erot»s^thus managinu to make jusditable bargains 
against needy ainl ignorant agri' ult uriMs, 

The eo*o|*erutivt‘ sorietit-w ha\f* nid been ahto, as said above, to oust the viilage money* 
lender completidy and the I'eaaons why thi*v have n!>t laen able to do iso art' obvioiia. 
They can Hnccc»ed i n ousi ii»g inm < omplelcdy only if t Key can take Ins phtci^' fully in tinaiicing 
the agricull uriat as and wlien lu mpniea to 1 e liivaneed hn rhe \ illagt‘ money lender doe«. 
The illiteracy amongst the agi i< ultm ists is a great Htumlding bhx k in the way of making 
the Indian Agriculturist ref+jise what is really tor his bmudit. He is a fataliat hy tradi- 
tion Him outhwtk on lib* is hojadesslv futnow and gloomy and h iving Wen aceuatomed 
to vagaries of rainfall and nnct rtaintiisr of erojis goial harvest years U ing m few and far 
Wtween, aiui the inoneydender taking av\ay everything from hiu* in thos*^ good yealW, 
thc> ngrieulturist has cvuiu* lo Wlieve tluit ihen> is no hopi* (or him in this world* thiHigh 
he may eimtinue to drudge hU his life througln Therefore^ be has no iiK*entive to W'ork. 
He haa been acu uifitpuied to had u^au; the village money -lender as his |>atron and Wiie* 
facdor. Mis intus'ence of arithmetic tome< in the way of bis nmlising how' much he is 
cheated by the inoneydender both at the time td lending and at tire tiim> of Kettliiig the 
recounts. Ho tsuwiiders Idm to Ih^ mv»re friendly and sympathetio money dender than the 

Mr. a M: Gi%ndM. 



11 


of vitiftgf’ ; hr rradify h**l{w him with miHu\v whrn fie 

wunte it «f» hmg nt* hr hajj rn*»r«^li pn+|HWty frum v iiirh !;r could nmlist' his dura* and d*>e» 
nut bother about rt*gu]Hr payments- fr hri t1,r a^rjeultiirist finds the villngr money* 
lender ftometimen vomirijr to him and *»driiiiiu’ him monty for jwrforminj; fhr wedding 
t^rem^uvirH of his t hiklixMi nr ♦hr rrrrmrnirs of his pafviits even ^^hen hr hr»i- 

tnUm to go to him to ask for a loan, 'Phr ro <»f»rmt!vr HocicticH^ on the other hand, fail 
to help with the money wln n hr w .ini** if morr •♦firn with » d. snt' tr> snvr him from 
iiidebtednea*. Somr^inn's irn r*f ovrr*atrirtnrs.« in making onphrii^s wlvj<‘h the 
agriculturist n'sentH as l«'in;,' imf!.iisit4»rial and hr posit ivcly drtrst>. the inanurr in which 
the agncultnral s.»virty iivsiNts *01 Ins ritiirning fir* loans rcirulariv 'I'h.nf is tlu' itason why 
the co-(>f>rrati\ r lias not la-<n» ahlr i»* ouMt flir riHagr moiM V -lender romplotofy, 
though thric is no donht tlnd if fhr rural Ijnlin i^^^ to juosj/cr t h<' only agent v which < an 
help him out 4>f t]\r nhuigh of drspondetu y i.-; (hr agrnry of tlu' ( ‘o djuvvati cc Movement. 
In order that ilir cto<»fK*r itivr 8o< if^tv * ari fnii< t jon as « omplctrly it is t'xjwjcted to 
do great iinprovrmcntN arc nrr<h d in fhr present K\stcrn. lirsT and fore in oat of the 
defwta in the system is t<ko nne h dri'ai t nr ri( al < ontrohand st ^ oiidly. want of necePtHATy 
clastieit y in t h* s\>;teni. No tns- wiiidd dmy that rertain arnimot of rent ra I check and 
control is always imefn) and vWoOesomr. hut letnkitig is nreeRsarily a husinrsK which can 
he done more odcctively and UfO fm- if it * ;i.n Im- allo\v« rl to la; ihuie hr thoue w }n> are 
in t hr V>U'>ini-*ss for a fairlv long t ime and who have uetputed the Heccs»>«arv exjX'rirnce 
of ihr men wiih whom l ie- IcinK has to d“hh 'Po illustrate the print the i o*0]>erati ve 
eoiiety i« imu allowe d to leml up to a jKOtH tilai inaxiintun hm)t hxed for a village} 
seK'irty by the Ki-gist rar aiid tho siuoO v is a!^*. alfowial t«> lend up to a t»artiouIar 
limit fixed for eaeh indivnlna! nu inls 1 thioi’of. ft »s ^nl)Inltted t hat a de^Mirtracntal 
head working oven on H«'unrl theotiis a.mi on certain slntcviKid ndoriuHtjon which he 
ma\ obtain may Ik- able ?o li\ u limit >vhi< h may 1 m* generally g:no<i, hut exp<?rieiicc haa 
«ihown that tie* (unit so fixed hy dop^rt menial heads arr found to he t«»o email for many 
giMxi eultivalors in a vdiage. So Jong as sueh r»iHt\ ators do not g<*t the* nee<^Hf<a,ry amount 
of fii.Hnrr which liicy want l»‘i theii ordinary pmpose,*, imm tia- so* iei y of thcjr village 
they hav<“ no interest ui joining it, ’Pfie <<»nsr pieu' e thereof ha.s l)e<*n that in a largo 
number of ao^ iet ies e^nly uiddferent ot a typ* *4 agneuif iiriwts have joined, and large 
cuUivatonsi reftise to jom it liceaiea- the s4m iety will not he able to meet (lieir financial 
uoctfia, and exji<'iiem<' lias taught them tlm^ if Miey ksn^ iheir inonevdeijder <mee and gf> 
to the V'illagc eo ojM^rat i ^ e sm iely. the monev-lcinho would refuse to lenii him* it may 
Ik* stated that, on a projx.T ease hihugmudr out f In* det/artn»enta) heads may he indueotito 
onhance those limits. KN^xTienee has again provf-d that though f heorctieHlly it should 
not be difficult f«kr lutviiig thoni' limits cnludneed at their Itamho in piui iita* it haw f>©en 
found to l>c ill most an insurmounUilde difh* ulty wnd one t amiot underf^tand why the 
dirwtors of a co.ojx-iat ive hank {ihoa d in A class for v'enrs tog(dher ^dtouid not fx* t rusted 
to ofihajice the limits in caai* of projx*r iwrsotis and projs r Ho*'ienert and why should the 
AAtsislAnt liegistrar, who js eertaiidy nrd in a«. n el<»s4‘ toii.'h with the borrower a« the 
dirootor of the co-ojKU'ativ*' bank* lx:* t ru.sted to do tloH mote sat isfAi lorily. Tlie com- 
phninl is that the agnrulturist is not fully financed as and when l»e wants d. We 
need not detain oumd\'ea to com^idcr the reasons w lyv as that is Wvond tlie »44*ot>e of thk 
ilH|niry. But it may f*e jHmible U> finaivce him, as much an and when be wanta to be 
fifl»nct*d, if it w ere pixcsible to arrange that the aCMuety s dues will Imve prec^fience over 
tlioee of any other creditor in all cam^s. 

The ratea of interest on jiertMmal w?curitie«, viz,, on more money bonds or promitwory 
IkOlea vaJrjfi’Oin 12 percent, 24 per cent., though in a few aubstanfia) agriculturint 
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may money at from 6 per cent, to 9 per cent. The rates of interest on security of lands 
^ould ordinarily vary from 9 per cent, to 12 per cent. ; but the money-lender charges for 
“ purse loosening ” or vatav at the times of advanc irjg money which goes far 
to swell the actual rate of interest which the borrower has to pay. It varies from li per 
cent, to 6 per cent, even t hough the loan may he repaid within a couple of months. Very 
often money is borrowed for the purpose of making payments of land revenues on such 
terms and is repaid in less than two months. The amounta advanced are capitalised 
sometimes at the end of 3 months, 6 months or a year and these three-monthly or six- 
monthly or yearly rests also help considerably to swell the amount of the actual interest 
poidL 

In backward tracts advances are made to agriculturists both in kind and in money, 
payable at the end of a season or a short terra of tliroc or four months in what is known as 
mmi or dodhi or batmiL 8(>metiinos interest ( harged for a rulHje is 4 annas per month, 
i.c, 300 per cent,, but such eases are exceptionally rare. 

It will be difficult to give an awurat-e estimate of the total amount of capital required 
for exx^enses during cultivation , though a fairly accurate guess may be hazarded. Having 
I’egard to different kinds of ( rops an expenditure of Rs. 10 per acre may be taken to be a 
fair estimate. The total number of acres in the Surat district under cultivation is about 
7J lakhs, and at the rate of Rs, 10 per acre it comes to over Rs. 75 lakhs. It is difficult to 
say what capital would be required for capital and j>e^’J^ improvements or for 

sj>ecial needs. Unless and until Governm<'nt undertake, exhaust ive economic inquiries of 
typical villages in a district it will not be j^oasible to maki* any estimate as regards the 
capital required for financing the ordinary cultivation, capital and other permanent 
improvements or other needs. 

There are only two joint stock banks in the 8urat district, t he Surat branches of the 
Im|>erja] Bank of India and the Bank of Baroda, Ltd. No doubt there are some bankere’ 
shox>s to finance merchants at tlie time of marketing of crops like cotton, etc. I am not 
aware of any important indigenous banking house doing anything, though there are some 
large money-lenders who advam^e moinew to agricultxnists from the time of sowing till 
crops are eollected, and these xieople make large income by way of interest on such 
short-term loans by way of helping agricultural finaiu'e. The same thing may be 
said of the Imi^erial Bank of India, Surat branch, and the Bank of Baroda, Ltd., Surat 
branch. I am not aware of any very keen competition between the eo-operativo banks 
and joint stock banks in the Surat district, though there may be a very slight com- 
petition in the inflow of deposits which depends on the varying rates of interest l)etweeu 
the banks of the city. As the business in the co-operative banks has not been 

well devek>l>ed on account of there having not been large co-operative banks at difierent 
centres of trade, co-operative banks do not handle much of hundi business at present. 

Between the three banks in Surat, vu., the Surat District Co-operative Bank, Ltd., the 
Bank of Baroda and the Imperial Bank of India, there is not much co-ordination and the 
Co-operative Movement do<>s not get as much facilities from the Imperial Bank as it is 
entitled to expect f j om it on account of the fact that on an average the Imperial Bank 
gets five cro:e8 of land revenue every year and the only ret uni it makes for it is keeping 
aocount thereof for the Government. 

The Surat District Co-operative Bank is also considerably hampered by several restric- 
tions placed upon it in the matter of investments of its funds. In order that it may have 
the necessary fluid ri^urcesit has to maintain an adequate sum of money either on hand 

Mr. a If . Gandhi. 
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or in local batik®. The Bank of Baroda givea an intereat of 2 per cent, in monaoon and 

per cent, in season on the bank's deposits in current account with it. But the bank is 
restricted to deposit up to Ra. 26,000 only in that bank. That amount falls far short of 
the amount which the 8urat District Co-operative Bank ought to maintain as resources 
on hand. Therefore it has to deposit on an average about Rs. 50,000 in the current 
account of the Imperial Bank's branch at Surat, and although some of the cotton merchants 
in Ahmedabad are able to extract from the Imperial Bank of India, Ahmedahad 
branch, interest on their current account deposits with the Bank, all attempt:^ to induce 
that Bank to give interest to the co-operative banks on their current dopoeits with the 
Bank have hitherto failed. It is submitted that when a new agreement is entered into 
with the Imperial Bank on a future occasion or even by a suitable legislative provision in 
the Act incorporating Ihe Bank, it should be made obligatoiy on the Imperial Bank to 
give interest on the current deposits of co-operative hanks therein, particularly because 
the co-operative hanks cater to the wants of the agriculturists and the Imi^erial Bank 
uses five crorea of land revenue of the Presidency without interest. The co-operative banks 
are also further hampered by unnecessary departmental restrictions as to the hank or 
banks in which they could invest their surplus funds and also the amounts of deposits 
with regard to particular banks. 

For instance, the Surat District Co-operative Bank is not allowed to deposit more than 
Rs. 30,000 in the Bank of India, LkL, Bombay, but the Prov incial Co-ojierativo Bank may 
invest any amount it pleases in that Bank. It may be argued that the directorate of 
the Provincial Co-operative Bank would ordinarily be moie competent to do hanking 
business than the directorate of the Surat District Co-oix rative Bank ; but it is reapect- 
fulW submitted that if the Board of Directors can successfully handle a working capital 
of Rs. 20 lakhs cveiy } ear, it could certainly be trusted to know' where to deposit its 
surplus funds. Section 37 ol the Bombay Co-operative Soc ieties Act allows (‘o-operative 
societies to invest ttieir sinplus lunds in all trust securities. No restriction is placed on 
their powers by statute an<l yet the Surat District Co-operative Bank is not allowed to 
invest more than Rs, 100,000 in trust securities even under section 37. 

The (Jo-operative Movement, it Can be said without fear of contradiction, has fairly 
succeeded in meeting t he financial needs of the agriculturist. Wherever the agrioulturiat 
has failed to get his needs fully satisfied, the fault is mostly his. Owdttg to excessive 
financing by the village society and on account of his borrowing from the village 80wcar 
also and thus borro w ingtH"yond his means, he becomes a defaulter ; he, however, prefers 
to keep liis relations with the sowcar as friendly as possible, and therefore, tries to pay 
him even at the exjiense of the eo-oi>erative society. Such a state of cireumstaneea has 
created distiust in the financing agency, and the village societies are not finam^ed as fully 
as they should be. That is the reason why the Movement has not succeeded as it should 
have been, and all the evils associated with the system of money-lending by the aowcar 
still CMjntinue. The Movement has not made much headway with regard to the small 
trader in the district, though the co-oj>erative urban banks, w’hi(‘h have now been started 
in several important cities and towns, have considerably helped the small traders 
in the mofussil. It has not- touched the artisan classes at all in tlie »Surat district, the 
reason being that the artisans are more or less in the grip of a very few capitalist dealers 
who are both money-lenders and masters of the artisan classes. They lend thorn money 
as and when required, derive a substantial amount of interest on the loan so advanced, 
and what is worse, exact labour from them on very easy terms. The artisan does not 
realise what huge rate of interest he pays both by way of small labour charges that he 
gets and high rate of interest that he pays. Having been wedded to this pemioioiu 
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synUsm for age« past , it i« difficult to wmn him away from it unless edoc&tod men 
found from anumgst his class who can explain to him as to how much he pays directly 
and indirectly by the system now in vogiie and induce him to form co-operative 
Bofdc'ties. If all the Cf»-oj[)eTative banUs are allowed to advance money to artisan classes 
on their finished products and also to do the work of stdling agents for them, probably 
it would 1)0 found more easy to weari the latter from the j)orrnciou 8 system which they 
are now foil owning. 

Question 2. — The principal crops in the district arc cotton, rice, wheat, jvar, oil 
seeds and molasses. The principal method of marketing in the backward tracts is the 
old-world method of the village mofncy-leiKh-r acting both as a money-lender and a trader. 
Before the cultivating seMSon begins he sijj)plies necessaries of life to the agriculturist, 
advances him money for all his requirements and when the cultivating season is on, he 
supplies seeds and maintains him by supgilying food-grains. He also makes small 
advanccB in money which the agriculturist requires for his agricultural opei’ations. He 
cliargcs a fairly high rate of interest de{)ending on the necessit y and helpless condition 
of his borrower a.nd is cunning in keeping him ignorant of what he is actually doing. 
Openly he agrees to recei ve back his advances either in money or kind or 2 times 

as much- When the harvest is colle<ded, he goes round from door to door of his agricul- 
turist debtor, collects all the harvested crops, and takes them home assuring his debtor 
that ho would be able to sell the crops at a mucdi more profitable rate than the debtor. 
The crops so collected are sold to a broker or to a trader in the town close by wdio finally 
soils to bigger merchants either through local brokers or by exporting them to big cities or 
presidency t<»wns. In this old-world system of marketing, the poor agriculturists stands 
to gain nothing. In years of bad crops or partial failure of crops he sinks more and more 
into indebtedness, and when at the end of two or three years a year c omes in in which he 
harvests? bumper crops, all hie crops are taken away by the money-lender, and he just 
begins to feel a sigh of relief when at the end of the next year he finds himself in the 
same helpless condition. In this system of marketing, the only person that stands to 
gain is the village money-lender who, as said above, combines in him both the occu- 
pations of a moiiey-lender and a trader. 

The second method of marketing crops is again the old-w orld method of the agri- 
culturist in backward areas going from long distances with his small crops and selling 
them either for money or bartering them for such necessaries of life as rice, juar, oil, 
salt, etc., and such small little trinkets w-dneh he wants for his children. Here also the 
fie tty traders from towns who go to these weekly bazars to sell to the agriculturist their 
few necessaries of life make huge profits out of the ignorance of the agriculturist. 

The third method of marketing is that w^hich prevails in more developed areas such as 
fairly populous tow ns and cities w^here more intelligent cultivators cart their crops from 
villages close by and sell their goods for such prices as they are able to realise on the day 
on which they have chosen to cart their goods to the towns or cities. Being not very 
clover and unable to read newspapers they are hardly aware of the prices which are ruling 
in the towns and cities and after onoe they have cartod their goods all the way from their 
villages to the towns or cities close by, it would be more profitable for them to sell their 
goods at such priceaaa they are able to realise on the spot rather than t^ke them back 
to their villages. Their ignorance is also exploited by brokers and other intermediaries 
who never allow such ignorant agriculturists to get the lull or legitimate prices which 
they are entitled to .get, 

C. M. Omdkd. 
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The foarth metliod of marketing, which has come in vogue in more recent years, i« the 
one in which brokers or agents of upcountry merc'hants in cities or presidency towns go to 
villages and purchase the crops sometimes when they have not even fully grown into 
fields and sometimes after they are grown but before they are harvested, and often are 
the agriculturists obliged toscll their goods even before tlicy are liar vested to such brokers 
or commission agents of big merchants, because they often are in need of money parti- 
cularly at the time when they are railed upon t<» pay instalments of land revenue. The 
rigidity of collection of (Government revenue is so very great that if the Government 
revenue is not paid on the dates tixed, the village otlicers are al)le to realise the land 
revenue together with a heavy penalty and so dreadfully the village agriculturists 
afraid of the petty village officers that tlicy often prefer to sell their goods before they 
are harvested, as said above, for s\ieh prices as they nuiy then fetch in order to avoid 
incurring the wrath of the v ullage officers. No doubt there is a certain amount of specu- 
lation in such transactionH, but the yiliage agriculturist is no mati h for tlieshrewul broker 
or the eommission agent of the town or city morehants, atid t he result is that more often 
than otherwise he always stands to lose. Even in cases whert' agrieulturist s are Hulhoienily 
well educated and are able to negotiate a fairly g<iod biisiiu'ss baigain they are not able 
to realise the best prices available in the s(‘ason, for when t he tTO[)H are first brought in 
the market the prices alwa^^s have a tendency to go down. It is only wlieii the crops are 
harvested and the merchants are able to make a fairly gotxi estimate of the total outturn 
and when the demand rises and txa^omes greater than tlie supply in t he market then the 
prices rise and unless and until methods are devised by wbich agi ic ullnrists can get the 
necessary finance they want for (1k‘ time they have to await the steadying or the rising 
of prices, the agriculturists arc always sure to go to the wall. The co-oj>crati vc cotten 
sale societies have proved almost to a demonstration that if the agriculturists are able to 
combine and arc able to bide their own time for getting proper prices, i.e.^ if they are 
duly financed in the interval to meet their neoes.sities, they are able to got better prices*, 
and therefore, efforts should be made by wdiich the agrieult urisfs should be able to piiU 
their crops together and sell them in large quantities and at times when they arc able tc 
get better prices. 

Dmdng the proc’ess of marketing banks and baiters gejierally finance the big merchants 
and export houses in the presidency towns and in other important centres of trades. 
Merchants also render financialassisiance in that manner during the process of marketing, 
but beyond helping the big local traders and large cxt)ort houses iji the cities banks and 
bankers gexierally do not financially help in the process of marketing. So far as poor 
agriculturist is concerned he gets financial help for marketing at )»i‘C‘sent from the 
co-operative sale societies and co-operative banksonly, but the facilities required for this 
purpose are enormous resources of the co-opc^rative central or provincial banks which are 
not so far developed as to be able to undertake tfui, whole field of agricultural marketing ; 
but if any system deserv^es to hold the field for all time to come to the permanent and 
lasting benefit of the agriculturist, it is the co-op^irative banks where inojiies are 
advanced for the benefit of the agriculturist and also of tlie depositor of the bank with a 
strictly just regard for the interest of both the borrower and tlie depositor, Secondly, 
the directors of such eo-oj^erative banks being so closely in ioucb with the agricultural 
Societies wliich require such financial help readily help them. 8uch a help is not likely 
to come from bankers or from batrks, directors of which are not likely to come in close 
touch with the agriculturist as their line of businesses is entirely different. It is neeew- 
aary, therefore, that the Government of India should financially help the co-operative 
bank both in the cities and in the presidency towns, as the French Government does. 
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piinoipally beqAU««f an stated in another part of this statement, land revenue forms the 
prmcipal part of the revenues of the Presidency. 

The existing facilities for internal remittance arc transmission of money by cheques, 
hundis, remittance transfer receipts, bills of exchange, etc. So far m remittance by 
transfer receipts is concerned, great diffixmlties are now experienced and sometimes it 
takes three and even four days before monies are actually received and Bometimes it takes 
even more than four days. What hapfiens in practice is that after money has been paid 
into a sub'treasury in a ialnka town, intimation to the paying treasury is either sent that 
day or sometimes a day later. It reaches the treasury on the second or the third day, 
and as that treasury sends no intimation to the receiving party, that party has to keep on 
making inquiries from day to day and may get the money on the day the treasury 
receives intimation or a day later from the Inijx^rial Bank where a braneli of the. imperial 
Bank exists. All this delay hampers businesB and causes heavy loss. All that delay 
could be avoided if Government were to issue a <;lieqiu* payable at the Imperial Bank or 
any other treasury on the c heque being presented. Great difficult ies are also ex|)erienced 
in insisting on cheques being signed in English or endorsements on clieques, if made in 
the vernacular script, to be attested by a magistrate. It is not understood why 
endorsements in the vernacular script of the dist rict sliould not be reiogniBcd as valid 
without being attested by a magistrate. 

Question 3. — The lands in the Surat xlistrict may be clas.scd uruier two heads : — (a) 
Jnam lands and (6) Ryotwari lands. They may bo further divided into (a) Bayayat lands, 
(6) Rico Lands and (c) t/tra^aMands. Jirayat may again he snh-divided iido lands in which 
crops like cotton, jwar, wheat and cereals, etc., are grown and grass lands. Bugayai lands 
vary in value from Ks, 500 to Hs. 1,000 per acre. Rice lands will fet ch from Rs. 150 to 
Rs, 600 per acre. Jirayat lands growing crops from Rs. 100 to R.s. 400 per acre and 
grass lands from Rs. 25 to Hs. 150 per acre. So far as the jnam lands are concerned, they 
will fetch more in value having regard to the remiss ion in land revenue which has been 
allowed by Government on those lands. The prices above quoted are prices which would 
be realised in sale and purchase by private negotiation. When the lands are compul- 
Borily Bold either for payment of Government revenue or in execution of a decree of court, 
prices realised may or may not approximate the real price of the land sold according as 
there is or is not a free bid at the auction. Sometimes people combine against Govern- 
ment or against the creditor putting up the property to sale by auctions ; in such cases 
proper prices are not realised. 

The reason why the prices of hagayat lands are so much more than the prices of rice 
lands is that they yield a large yield of more valuable crops. In case of rice lands the 
prices vary on account of nearness of the lands to sources of irrigation, fertility of land, 
its adaptability to growing richer varieties of rice and nearness of market and the 
possibility of growing a second crop after paddy is harvested. Similar reasons apply to 
the jirayat and grass lands also as to why their prices vary. The prices will also vary 
according as there is a demand for land in any particular locality or because of more 
wealth being imported into that locality by people from outside. 

Question 4. — ^There is not much of any legal impediment to mortgage of lands, but 
oases have begun to occur since the introduction of the Dekkhan Agrioulturists’ Relief 
Act in this district in the year 1JK)5 of creditors preferring to have sale deeds instead of 
mortgage deeds with an express or implied understanding between the parties that the 
lands would be reetoied back to the owners thereof on their returning the money taken 

Mr* C, M. Oandhi, 
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with interest at a stipulated rate of interest. There are no land mortgage banks or 
agricultural banks in the district nor is there any other bank solely for the provision of 
long-term credit. The average agriculturist used to get: and even now gets long-term 
credit for any length of time from the village money-lender or the town skroJJ ov banker 
provided he (the agricalturist) is regular in payment nf the interest due, 8o far as he is 
regular in the payment of interest he ne(*d not entertain any fear as to hi.s credi- 
tor demanding back the money Irmn hiinsudtlenly and thus embarrass him in his business. 
The co-operative banks since their establishment have also been doing substantial work 
by way of giving the agriculturist bing-terin credit for debt redeinption as well as for 
land improvementH. Both the Surat District ( ’o-op( rative Bank and the Broach Disl ricl 
(Jo-operative Bank have large surplus funds ftir the last many ytnirs and they have been 
annually increasing which they have not been able to use in the Movement, and which 
they should be allowed to use in lending for long-ttu in credit on tlie security of the landed 
property of tlie agriculturists. So far as the capita] and t he restu ve funds of these banks 
are ermcerned, they could be invested on any long lertu ; but a large partof tlu'ir ot her 
fumls (‘oiild also be ifivested in long-term i redit, f<uil has been found by actual evpeiienco 
that at le«,st (U> per cent, of deposits !»a\<‘ eonn* to lie witli the bank lor yca^^s together 
and tluue is no reas^utable risk in lending tluun out on loug-t(‘rm credit , pi'(.»\ idtul t he 
l:*anks c<»uld rely on 1 fte (lov<u'ument or ou other joint stoek batiks to coint' to tlu^ir help 
iti ease of ettiergency. I atti funpliatic ally <»f <»plnion that t in? district co-opt*rat ive banks 
could be trust(‘d to do this Sort of long-term ( redit busiticss as eite<‘t ively ivnd satisfac- 
torily as any lan<.l tuortgage Itanks that could he started, for the inanagersof sucli baiiks 
hav(’ a(?quirod a eonsideraljle amount cd exjx'riem e of the agriculturists in their district, 
and their {?xperionce ought not to be lightly ignored. J'he laml mortgage hanks may 
supj)leinent the work which the ro-operntive banks n ay be allowed todowlnmand 
where it may be found iiec(?ssary, 

111 order that there may not be eases of framl witli reganl to title of owtu rship, the 
Record of Rights should not lecord any rights t<» such title of ownership which are not 
evidenced by proper legal documents when'ver law requires that such iransac't ions 
should be evidenced by registered doeuinents unless and until such documents 
art' execut(‘d and produced before lillage olliiirs. At present eas(?s are found 
of cre<litors getting false entries made in the Reeord of Rights such as purchase hy an 
oral sale or landlords getting false entries made of an annual lease hy word of mouth 
in order to create title of ownershij) or a tenancy-at -will or annual tenancy w here, r eally 
speaking, the creditors may only bo mortgagees, or the tenants, permanent tenants. 
In case of mortgage lianks I would recommend that they should haie the povvei' of 
foreelasure and sale which are now enjoyed by (he High Cumrts in Presidency towns. 

The working capital of a land mortgage bank may be derived either from one or other 
of the three sources, viz, : — -(a) deposits, (/>) funds from central banks and (c) debenture 
bonds. (Jo veniment may guarantee both the principal and intercHt of such debeiitme 
bonds. In order that Government's interc*-st may be propeiily safeguaxded, due repre- 
sentation may be given to (Joverninent on the Board of Directors of such banks. 
If agricultural mortgage banks really mean to extricate agriculturists from the heavy 
load of indebtedness from which they have bet^n suffering and make them hopeful and 
forward-looking agriculturist, then Government should be prepared even at a saeritice 
to arrange that agriculturistB get loans for debt redemption and for agricultural and 
land improvement at a rate of interest not exceeding 4^ per cent. It may be argued 
that Government also has to borrow’ at 4|r per cent, and, therefore, Governinciit cannot 
lend at leas than 4A |>er cent, and that the banks must have a margin of at least 2 per 
HO Y 83 — 3 
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cent, for their working expenses ; so that to agriculturists it will not be possible to lend 
money at less than OJ per cent. ; but good agriculturists on the security of their lands are 
able to secure money at 6 per cent, and it is no good to them to borrow money from 
Government at bj per cent. It is hoped, however, that if agriculturists are free from 
indebtedness in a few years they will be able to live better and to earn more thereafter 
and it is worth while that efforts should be made by Government to remove them 
from the state of despondency in which they have been working all these years. It may 
further be stated tliat Government gets considerable deposits from poor people in their 
savings banks accounts at iJ per cent., and Government can, without losing anything, 
make all these funds available for the indebted agriculturists, at the same rate of interest, 
so that land mortgage or agricultural banks, in their turn, may be able to lend the same 
to agriculturists at 4i per cent. 

Question 5. — It is difficult to give an accurate estimate of the existing indebtedness 
of agricultural claases. It can only be done if Government were to institute a thorough 
economic inquiry into the condition of agriculturists in certain selected areas — (a) those 
that are still served by the village money-lender as before, {b) those now served by the 
co-operative credit society and (o) those that are now served by both the village money- 
lender and the co-operative credit society. Even when such an inquiry is made there will 
be difficulty in arriving at an exact estimate because agriculturists often try to conceal 
their real condition. No doubt, records of mortgage will give some idea as to what 
is the amount of debt for each village secured on mortgage of lands or houses. But large 
sums are borrowed on the pledge of ornaments and other movables and on personal 
security of the borrowers, and it is, therefore, difficult as stated above to reach 
an accurate statement as to the existing indebtedness of the agriculturist in a particular 
village ; but a rough attempt can be made at estimating the indebtedness of a village 
in tlie manner in which the Surat District Co-operative Bank tried to ascertain 
the indebtedness of members of the credit societies in three villages of Vatar and Das- 
wada in the l*ardi taluka of the Surat district and Mahmadpur in the Olpad taluka of the 
same district. The inquiries made by the bank showed that in the village of Vatar, and 
that is an av(>rage type of indebted village of Pardi taluka^ 31 members of that society 
owed a total debt of Rs. 23,000. Similarly 9 families in the village of Daswada had a 
debt of Ka. 1 1,000 and 10 families in Mahmadpur had a total debt of Ks. 17,600. That 
means an average debt per family of over Rs. 1,000. The census returns will show us 
the number of families in each village, and therefore, a fairly accurate estimate of the 
indebtedness of each village could be ascertained. It is to be regretted that there is a 
tendency for the indebtedness to increase. The average debt of a member of the village 
co-operative credit society in Surat district in the year 1915 was ascertained to be 
Rs. 07 ’26, which increased to Rs. 103*4 in the year 1928, and generally speaking, 
it would not be any exaggeration to say that that member will be found to owe to village 
money-lender or to any other creditor at least the same amount. It would be more 
accurate to say that his indebtedness to any other creditor would amount to twice or 
thrice as much because in the case of a co-operative credit society there are certain 
limits to his power of borrowing which checks do not exist so far as borrowing from 
other creditors is dbneerned. Therefore, taking an average family to consist of four 
individuals, again we come to the same conclusion that the indebtedness of a family in a 
village would not be less than Rs. 1,000. It is not possible for me to distinguish 
between the different classes of debts as suggested in question 5 or to state the purposes 
for which the debt s are incurred. All this debt is largely due to the village money-lender 
Jlfr. C. M. Gandhi, 
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or to the sowvdr from the neighbouring town and, to a very slighl exU^nt, to a big farmer 
in the village itself. Wherever co-operative sooietiee have been established, they have 
also grown into substantial creditors of tlie village people, but perhaps it would be more 
accurate to state that an individual owes to a village money-lender or sowcar much 
more than what he owes to the co-operative society of his village. I have already 
stated the rates of interest prevailing in the district. 

In calculating interest they often capitalise principal and interest Hoinctiines at the 
end of the season, oiz,, three months, sometimes twice in a year and at least once at the 
end of a year and thus charge huge compound interest. The ordinary village mouoy- 
lenderand the professional money-lender do not care to enforce payment of tlieir interest 
or the principal of their debts till the amount swells to sueh a large amount that the 
debtor is not able to pay and then either they buy the |)ro]>erties of the borrower out- 
right or try to do so by bringing them to auction in execution of the decree of the court. 
It is only in backward areas where the ignorance of the agriculturist is so gr(‘at and where 
the j)eople are absolutely illiterate that the village money-lender aiirl the professional 
money-lender in the towns by dishonest methods of calculating interest and compound 
interest and hy not giving him credit for grain and money paid, manage' t o drag t,lie agri- 
culturist into heavy indebtedness and thus manage at the end of some years to dei)rive 
him of his properties. Examination made of three classes of agricult iirists, viz., large 
cultivators, cultivators having medium holdings and agriculturists with very small 
holdings from different villages in different ialukas of Surat district who have joined 
the co-operativo societies and which have been affiliated to the Surat District Co-oj)era' 
tive Bank, has shown that so far as they are concerned that process has been effectively 
stopped, though even now cases of their owning more lands at the end of ten to iwcl^^c 
years have been comparatively small. 1 tdoes not req^uire any great effort to understand 
( hat if the cultivator ktiow^s that he lias only to drudge all liis life through but can 
never have any hope to live a happy or comfortable family life he would cease to have 
any incentive to work for better and efficient cultivation. The only means of making 
the Indian agriculturist hopeful, forward looking and resourceful is to make him realise 
that he can live a life of hope and comfort by removing from him the load of indebted- 
ness under which he is now groaning. 

QuBSTioy 6. — There are no small subsidiary industries allied or supplementary to 
agricultural industry existing in the Surat district as are mentioned in question 6, t hough 
poultry rearing, bamboo matting, basket making, gut making, hand-spinning, garden 
produce, etc., are occasionally done by some stray individuals here and there. Poultry 
rearing is done on a much more widespread scale in backward areas where eggs arc sold as 
a source of income. Rope-making and tape-making are also done in some places, but it 
is not proper to say that these vocations are foUowrod as anything like subsidiary or 
supplementary industries. The only method which I can suggest by which such indus- 
tries could be encouraged and by which the producer might be enabled to get a better 
return for his produce is by organising all these industries on a co-operative basis. 
Government should help the poor agriculturist in getting raw material on easy terms 
and also in getting expert advice free in the earlier stages of the introduction of the 
industries. Co-operative societies for carrying on such industries and cognate 
sale unions to dispose of the produce made collectively are the best methods of encourage 
ing and spreading industries. As it is, as 1 have stated more than once during this 
statement, the agriculturist lives in a bottomless pit of despondency. He, therefoic, 
has neither enterjirise nor desire to make use of his spare-time. Demonstration sliould 
be arranged at different centres in the talukas to me^ke the agriculturists realise by actual 
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ocular deiiionstraf i<m that they are capable ot producing fine articles it tliey devote their 
time to these different industries ainl that such industries are likely to substantially 
supplement their uneertain income by agrkmlture, and 1 have no doubt that Indian 
a^ricnilturiMt lias ^reat aptitude for taking to fill mariner of industries the moment he is 
assured of a certain and fair ret urn for the labour which he is called upon to invest. The 
best method of securing the working capital for all these industries is, as stated above, 
to work tlicm on co-operative linew. Tiny Mill l>e able to raise the necessary capital 
by their joint credit anrl iviil be able to He<-.urc for them projxu* marketing facilities, 
if organized for joint efforts. In the initial stage of the movement, Government will 
iiavc t<» fUu'Oiiragc t hem by aivarding < om]»eti( ion prizes l>y starting (■entral Bureaus for 
information and by arranging ami giving ncc<\s,sary grants for securing market facilities. 
Nohnam ial machincrv (>thcr than that of the < '<i-operaii vc Moviunent is titterl for this 
purposf', lan-ausc the persons railed upon totiimuce sm h enterprises must U' in elosc 
touch with the rural areas and diri'clors ol la,rge joint stork banks rarried on in 
towns or cit i(^s ai-c not likely to he in that tom b. 

Ks riuN bA. -So far as othc]- small indiist rirs whirli <-an. i n ot her 'ivords, be described 
as liom*' or out tagiA ndnstrievS, a great many of t hem are iti a 1(011 unerative condition 
even now, smdi as cotton and silk cloth weaving, gold and silver thread industries, 
sandal wood and ivory engraving, etc., and a larg/' nninber of people are maintained 
on these industries in Surat city and elsewhere. The aitisaris of these ift'diistrieH have 
iiever lieen able to get a decent living. In fact the lot of cotton clotli weaver has been 
described as otu' of liopeless indebtedness. The I'cason wli}' t luit is so is obvious. These 
artisans are again as fi class i)ftt(uaic, (iovm’nment hithi'i’to having taken no trouble to 
spread (irirnary education amongst Muon. Therefon*, they are content with tlicir 

lot of men' drudgi^s. They borrow money from the capitalistic trader in the tiarticulai' 
industry in which tliryjin^ engaged as agriiult urists borroM" from the village inoiiey- 
lendei' and endeavour t(( pay <^ff the thd)! l)v work. The mor chants wJio advance t hem 
money for theii ordinary noccssanes of life not only charge them a substantial amount 
by way of discount, but while they advance them money they charge a fairly high rate of 
interest ; their accounts are never honestly adjusted and so long as the artisans are in 
t heir grip as debtors they are not able to settle their terms on which they would'work for 
them on a fair or equitable basis. 'I’hey have to accept such rates as the trader wouM be 
inclined to give. With such conditimis it is not possible for tlioin to make an;v' decent 
living ttiougb they and thcii' family may work for their master all their lives. Ail tin* 
profit s go tu t b(' t rader and only a dozen or half adozen traders in these industries exploit 
the |)Oor artisans and k('ep tliem throughout their lives down-trodd(oi. They (an be 
savetl if they arc organizevl on co-opcrative lines and arc induced to join ( o-operative 
prodm CIS societies as well as sale so(‘ieties for their produce. No efforts have hitherto 
bemi made by Govowninent on those lines and tlie hold of the traders on them is so strong 
that great and sustained efforts are required in tlie first instance to wean them from 
their masters which can only be done if they are shown by actual demonstration that 
it is to tlioir advantage to join the co-operative societies rather than work in the old 
methods. There i» a great future for these industries as well as for the people engaged 
therein, if Guv eminent were to make earnest efforts to organise all people engaged in 
these industries on co-ojierati ve lines. 

The central co-operative banks may be trusted to find all the necessary finance for 
those small industries, because they have now been able to inspire contidence in the 
Jtf r* C\ M, OandJti* 
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jieople and they gel deposits as freely and at as low rales avS <'V'cn the Imperial Bank of 
India, sometimes even at lower rates of interest. If these banks were assured that 
they would be able to find einployinont for all tlieir money they would be abh? to colleet 
even much more funds than what t hey now possess. 

SEt’TION 11. 

Q 1 TE.STJ 0 NB I AND 2. ’Broadly speaking, t lie indtgeumis bank <»r banker in tlic Surat 
Dislriet generally does what is ordinarily known as banking Inisiness. viz., receiving 
il 'posits and lending money and dealing in /rj/ie/M. Xo doulU, howevi’r, lliere art' 
eases in which tlie functions of a banker and of a tratho* are /ilsrt combined in one and tin' 
same individual. Sucli a pei'son receives deposit.s and lends nnniey ami aeccipts repay ' 
nieiits of the loans made by him in kind, l.v., in tlu' shape of things produced or 
nianufactured liy the agriculturist ortlic artisan for tin' monc'v advanced hy him. At 
times he ad\ aticcs money on goods, viz., agricnltura) produce oj' artn ies manufacturmi 
which arc pledged with him for t he advanci' he makes and udiieh he t lu'rcafter sells for 
and on behalf of the horroAver. tSometirnes In' si'ltit's tin' jirtcc for tin' gomls given to 
him beforehand, in whicli casi' he also .•"ellvs them as Ids gotxls and thus comlnncs in him 
the functions of a money -iendcr and a. trader. 'I’lic indigi'iious bank oi' lianker titianecs 
agriculttirc ollen iii'^lirectly, cr., he advaic'es monc\ (0 (he local trader foi the pnrjiose of 
purchasing goods and Avlicn i he i rad«‘r ent ers into ));n'gains for t he piuposc of purchasjng 
these goods Ix'tOrc thi'V art' groAvn or har\ <*sU'd, In- indina l ly huam e.- the agricult urist- 
and his o[)Ciat ions. Mostly, liowcver, iu' linances marketing of agricidtnral jn cxlucts. 
lie largely linances traders and artisans, indust nabs t.s big and small, and it is diilicnn 
to exact ly rletcrmine the extent of the part he (akc.> in linant'iug agricult in c, trade and 
industry, luit it may faii'l\ be stated that lie sugt]>ln s alioiit To per cent, of the lolai 
volume of the linance n*ipiired. 

(.^.UKSTION c4.~ The organization of the indigenous banking in th<‘ district can hardly 
he said In be v ery sy stemat ic or ('ompletc. The indigenous bankers more or less folhaw 
trade usages handed down to them from times immemorial. Tin: relations between 
one indigenous bank and another arc hardly organized though there are mahajam or 
associations of indigenous banks in some of the larger cities. The indigenous hankB 
and bankorB do utilize the Imperial Bank. of India or the other joint stock' hanks for 
depositing their surplus funds and for borrowing from them in tiniec of nerd. So far 
as the indigenous banks are concerned, lUM'umjtlHiid is hcaj d as t(» tlu^ fa.cilitics afforded 
by the Imperial Bank to them b<>i»ig uiadc<ju«tc. Tiie compia.mts, lioAvcAcr, are that 
the Imjierial Bank at times imposes uuneeessarily hard < onditions ami thus makes it 
difiieult for tlu'. uidigcuoiis banks (o deal AVitli it. '.hhc lm{ieriai Bank con.'.^^idrrs (h<H<' 
bankers as its rivals and would rather like tosee that tliey are wiped outof existem-e. 

Question 4. — The tW'o forms of kutuli.<^ wliieh prevail in t he district are -shdlijog and 
naitijog. These hundis are either payuihlc on sjght or payuihle sometime aftev presmda- 
tion. They use them for t fie purpose of sending remittances whene\'er rieees.sary . They 
also allow merchants to wuite fmMiia against goods couHigned out of Sural distrM't 
aud advance moneys on these imndU and thus give tliem short- term credit till the 
hundia are cashed. 

Question 5. — There is nothing wjxu ial in the indigenou.s banker.s methods of grant- 
ing loans. They, no doubt, allow cash eredits to merehanls, and to the extent to which 
they have allowed cash r*.redils they will honour the himdia of those people. 

These indigenous banks and bankers receive rleposits at various rat.es of interest 
depending upon the level of their credit in the market. They more or less depend upon 
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their own capital and 8ometiinc« mi the cash credit which they oht>aln from brother 
bankerB and other people whom they allow cash credits. They receive depoaitB at the 
rate of 2^ per cent, to 4i per cent. j»er annum. These bankerB also raise Joans by 
depositing their valuables with other persons. 

Question 6. — A priory reasoning leads one to infer that Binaller the rate of interest 
a! which the agriculturist receives tinancial assistance, the Ijettcr for him and there 
is no doubt that the introdiKdiori of co-operative credit societies and the foundation of 
co-operative banks has tended to reduce the local rates of interest. But so far as 1 am 
able to judge from close examination of the present economic condition of the agricul- 
turiHt, I am constrained to say tliat the reduction in the rate of interest merely 
hiWJ conferred very little benefit on tlic agricultural community so far as his standard 
of living is (concerned or so far as his ability to spend more on agricultural improvements 
or better agricultural implements is concerned. The load of indebtedness on the agri- 
culturist is so heavy and the quantity of land that hr ordinarily cultivates is so Umit^ed 
that even in fairly good years he is not in a position to (1) pay the intercsi on his debt, 
(2) meet his current expenses, and (3) meet tlic expenses on social occasions, good or 
bad, which he has to defray at short intervals of two to t htoc years. It is, therefore, 
irapoasible for him to havT anything to spare either for better living or for spending on 
agricultural improvements, etc. That, that is so, is, as I have obseried, clear from the 
fact that the indebtedness per head of the members of agricultural credit societies is 
steadily increasing. On the other hand, the facility of getting more finance at reduced 
rate of interest, 1 am afraid, has the tendency of inducing the agriculturist to spend 
more on what cannot, l>e called productive purposes with the result that his iudebtod- 
ness is increasing. 

With regard to indigenous banks and bankers tJie management charges are never 
heavy ; vatav or chargt'S for purse loosening, capitalising loans advanc ed at short 
intervals, dishonest misappropriation of payments in kind without accounting for them 
and oven dishonest calculation of interest, all go to swell their profits to a considerable 
extent, and I believe it will not bo w'rong to state that these banks and bankers must at 
least be making from 12 per cent- to 18 per cent, on their capital. 

Questiok 7. — The phrase indigenous bank seems to have been loosely used in this 
question for the village sowcar or money-lender. No doubt, there is some prejudice 
against sonic of the worst type of tJiese but it cannot be stated generally that 

there is any definite prejndii'c against tlie indigenous banker as a class, j am not aware 
of any diffioulty which he has to eonkuid against for the security of liis money-lending 
business. The dealings of this class of bankers with their clientele are conducted on 
sound lines so far as they are concerned. But so far as their ignorant clientele is con- 
oerued, they are more often dishonest than otherwise. If the ignorant agriculturist in a 
village is to be protected against the malpractices of the village money-leuder, then the 
hrst thing is to pttss necessary legislation making it compulsory on these village money- 
lenders to maintain regular books of accounts in jfiuccti bound books issued to them by 
specified othcers with their seaU on every page which should be imirbered, and it 
should be loft to the court to disallow any sucli claim of a village money-lender against 
the agriculturist, if not supported by regular accounts kept in account books prescribed. 
The most usual form of his dishonest practice is not to account for payments made to 
him in kind and sometimes thoBC also made in cash. Even when he accounts for them, 
he does not correctly account for the prices realised and goes on taking adjusted accounts 
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from his borrower, someiimes at the end of three months, sometimes. at the end of 
six months and sometimes at the end of a year so that at the end of three or four years 
it becomes impossible for the borrower to succesfifnliy convince the court that«ll these 
accounts have l>een kept dishonestly ; but any atten>pt at insistijig on tlieir accounts 
being kept in a particular manner would, I am afraid, be resented greatly by this 
iiifluential class of j)eople, and may temporarily have the effect of making the position, 
of the village agriculturist worse bo far as tinaiice is concerned unless tliere is a co-oper- 
ative society in the village which would be able to finance liim. 

Question 10. —As stated above, indigenous banking more or less finances traders in 
district towns and cities which act as middlemen to big export houses in Bombay. 
T do not think that they will have the necessary conlidence in a branch of a joint stock 
bank or a central reserve bank which tliey will have in a Iot;al bank with local directorate, 
and the local directorate will be able to serve the agriculturists or small traders anti 
artisans in the district or laluka town. But it is no use multiplying such banks when 
there are already existing urban co-operative banks and district co-opt*rative banks. 
The co-operative banks in the district have been able to ins])ire confidence and it will 
be belter to make more extended use of the co-operative banks rather than start new 
local banks. The interest of the urban co-operative bank will more or less be in conflict 
with that of indigenous banking. District central hanks as they deal largely with rural 
societies wit h imlimited liabilities liavc already establislu'cl great ('onfidence amongst 
the people who prefer to deal with the tlistrict central banks and deposit money eve>i 
at a KinalhM' rule of interest with tlicm on account of that confid('nce. Therefore, in 
my opinion, it will be better to devise met hods by wliioh indigenous banking could be 
linked up with ilistrict (central banks. It will not be difticult to inspire the necessary 
confidence in the indigenous bankers if they be allowed certain facilities which they do 
not now get from the Imperial Bank. Moreover, they will he entitled to share in the 
profits of the district central banks as all membcjs uf the banks do, and if these banks 
give certain other facilities to these bankers, I b<dievc, tliey would be able to utilise their 
local knowledge and experience ; that (-an also be secured by giving a certain disiim t 
representation to them on the directorate of the central eo-ojicrativc banks and by allow- 
ing the central banks to expand their present bu.sitiess and assimilate more and more 
work which is noAV being done by ot her joint sto<'k banks. A net work of cu-operative 
banks in almost all imjiortaiit ceritrcH of trade and busineBs will also be neccHBury, for 
indigenous bankers will not be induced to join unless they have facilities of remittance 
of their money to all such centres. As the area in which indigenous bankers operate in 
mostly confined to urban areas, there wnll not be any appreciable comjictition between 
the indigenous bankers and llie central banks sofar as their lendijig is concerned. 

Question 11. — I cannot say that any very large amount of money in the district in 
the hands of indigenous bankere does not find employment in the district itself, but it is 
certainly true that that money does not find employment ail throughout the year, and as 
there are not any well-established banks in di8triets,citjes and towns and as these bankers 
will always like to have their money employed, they have to invest their money in 
purchase of stocks and shares, GoA^eriiment paper, ete. They have to earr>’ on all these 
operations through the agency of commission agents in Bombay or banks in Bombay. 
It is, therefore, natural that the surplus funds are invested either in fixed deposits or 
current accounts with the banks in Bombay and are drawn upon by them for their several 
needs mentioned above. If local industries are better organized and if Government 
undertake to carry on necessary investments for agricultural and land improvements 
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on more «y»t;ematic ba»i8. there is no doubt that most of these funds would find remune- 
rative employment in the distritts. As it is, people have hitlierto looked upon Govern- 
ment to think for them and to initiate works of improvement for them, and the moment 
Government takes the necessary iniliative the local olficials also will take up the intiative 
and carry out the policy of Government with /eal and earnestness. Government hitherto 
have done nothing to organize local arts and imluMlricH which have betcu dying out 
on account of foreign (’ornpetition and organizations. It is high time, therefore, that 
Government should organize industries and organize marketing for the products of those 
industries by founding ( cntral bureaus for information and devising means to find market 
for them. If that is done, on a systematic bajsis, 1 have no doubt that such surplus funds 
as find their way out of the <listriet into j)rovincial towns and benefit people other than 
those in the district will be utilisc'd in tin* district itself. 

SECTION in. 

question L — Among the existing banking resources in tlie Surat district may 
be mentioned the Imperial Bank of India, Surat branch, the Bank of Baroda, Surat 
braiudj, the Surat district co o])erativc Bank and its branches at Bulsar aiid (diikhli, 
the People's cn-operati VC banks at Surat, Pulsar and Hander, Uie co-operative credit 
societies about 17t) in number, the indigenous banks and bankers and the village 
moiiey-lcnders and big mom^ydeiidci-s in the iaiula and district towns. 

Of the means or institutions in exisfeuce f(>r encouraging savings and investment 
habit tlie most important is the post al savings bank, the savings bank departments of 
the abovo-mefitio]ic»i banks and tin* recently introdmed system^ of postal casli 
(rertificatos. 

There is not much of sur})lus wealLli in the rural ar<;as in the district which remains 
uninvested on ac( ount of the absence of ufiy such facilities, but it must be stated that 
there are many months in the year during which some of the .surplus funds in the hands 
of the agriculturists may for a short time be invested, if ])ropcr facilities were given to 
them nearer their door. The first step to be taken to extend these facilities is to extend 
the number of }i<»stal savings banks so as to have at least oim postal savings bank within 
the easy reacli of every villager. Secondly, the co-operative ciedit societies should be 
encouraged to develop their savings bank accounts by allowing them some commission 
on the amount of savings bank work which they may do, say a commission of ^ ptu’ cent, 
on all monies brought by the village credit societies and invested in Government postal 
savings banks, or giving them on the monies deposited by tliern higher rate of interest 
of ^ per cent. The co operative societies and banks have, no doubt, to a considerable 
extent, inlluenced and encouraged the habit of saving, and it is now high time 
that Government should take steps to encourage insurance companies on co-operative 
principles to be formed in rural aretis both for life insurance and cattle insurance. 

There are very few providtmt societ ies formed and active steps may as well be under- 
taken V)y Government for the purpo.se of forming sueh provident societies as Government 
did in the initial stage for the foundation and spread of co-operative credit societies. 

There are some people who by religious instinct are unwilling to earn interest on their 
deposits ; but they are not unwilling to invest their monies in buildings and other profi- 
table constructions If they are in a position to have a fairly good return for their invest- 
ment by way of rent. 8uch people can be encouraged to invest their money in making 
public buildings, such as schools and hospitals, undertake irrigation projects, pxojecta of 
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Iwid iuaprovtsmeat, etc., if they are guaranteed a certainamount of rent on their buildlugn 
or coiistmctaons which they make for the public. Those people who are averse to earn 
interest on their deposits because of religious sentiments in them are more often inclined 
to invest their monies in 8u<'b schemes where they expect to get much less return on tlreir 
investments, and there is no reason why GTn^ernmont should not induce them to do so. 
Government borrow a large amount of money fdr their capital ex|x^iiditnre on public 
works which they utilize in making public buildings, etc., as stated above. Government 
can induce these people to invest their monies in sudi buildings, if a decent return 
by way of rent is assured. However, I nnist insist that such investments should not 
be allowed to be made outside the districts, otherwise t here will a t enden('y of money 
being drawn away from the district. 

1 am afraid, there is a txdief in some quarters tliat the people of tiiis i*ountry hoard 
their wealth in gold and silver. At any rat<*, 1 d<> not think tliat t here is much surplus 
wealth in the rural areas which is hoarded in silver and gold. No doubt, all peojile 
like to have a c(U'tain amount of ornaments and jewellery for their women and ehildren 
and, therefore, they naturally invest some of their savings in gold and siher ornaments. 
They invest their monies in land because of its stable income, its safe investment, but 
I do not think there is any substance in t beery so often raised that Indiaits are in the habit 
of uneconoini( ally hoanbng up their wealth in gold and silver. In fact tliere being no 
other avenue of investment open except land, there being very few oigani/.ed iiulustries 
in wliich their money (’ould be invested, it is but natural that they would invt-sl some of 
their mom'y in the [uirt hase of land nearer home. (lovernment of Bombay have no 
doubt a Itirector of tndustries and his Uepartment, but jusdiably more is spent on the 
Tnaiiitenaru’e of his othee ^liau in tlie eneouragemeiit of industries, and it is higli time that 
something should be done to develop means of in vf%si ineiit oilier than land so that people 
of the eountry will be naturally induced to make ail their funds available for national 
welfare. In ordej- to encourage habits of saving and inve.stintmt among the people, a 
oertain anioiint of propaganda by way of inagie lantmii slides should also be carried on 
along with the provision of facilities of savings bank as stated above, and that work can 
easily be done through tlie agency of co-operative societies. 

QUESTiOi! 2. —Postal cash <-ertjticates are, no doubt, po]>iiijir aud arc growing in popu- 
larity. It w'ould be desirable if little more interest and a unifortM rale of it w^cre given 
on them to make them still more popular. They should be made payable at the end of 
three years instead of five, aud they should be made negotiable. Kxjierience lias shown 
that savings bank accounts in the Surat District Go-operative Bank have been more 
popular than the iiostal savings bank in the city itself, and on inqiii/y it appears that 
people have greater facilities in the central co operative bank than what they enjoy at 
the post offices. 

(1) The central bank receives savings deposits up to Oth of every month and allows 
interest for the whole month for monies deposited up to that date. 

(2) The hours of deposit and withdrawal should be. earlier than the hour at which 
jieople have to go to their offices or business. People cannot afford to lie at the post 
office sav ings bank between the hours of 1 1 and 3. Most of the middle class men 
have to be on their way to their offices at that hour. 

(3) It is desirable that money should Iwi allowed to Im? withdrawn at least on 
alternate days in the week. 

Generally lower middle-class people and more or less salaried class of people t’esort 
to savings bank for investment. More facilities of investment as stated above shonld 
MO Y 83 -4 



26 


bo given to induce people to resort to such forms of investment. People may be allowed 
to withdraw up to R«. 1,000 even without a notice in cases where there are Huzur or 
some Government treasuries or the conveniences afforded by the branches of the 
•Imperial Bank. 

Question 3. — ^The people of this district, so far as thehabit of investment is concerned, 
can bo roughly divided into the agricultural classes residing in the rural areas and the 
residents of the urban areas. As regards the former, I do not think that at the end of 
the season, after paying off the intcirest on their borrowings, the Government aHsessment 
and the loans that they had borrowed previously, there remains much which they could 
invest. Most of them will live from hand to mouth, and if they liave got any surjdus 
then they prefer to invest with the village money deiider or soirear who receives 
deposits at small rates of interest and is able to get deposits on such rates because of his 
credit in the village and because of the ease with which the depositor can get the money 
back from him whenever wanked. 8malJ artisans, industrial classes in the city, traders, 
salaried servants of Government and other public bodies and other people whose incomes 
are limited by what they get at the end of a month as salaries invest in postal savings 
banks or savings bank of the Imperial or co- 0 |)t;rative or other joint stock bank and 
invest their surplus funds in the purcliase of Government securities or railway shares 
and such other safe investments as shares of public utility ( ompanies. People who are 
able to command more money like large traders, merchants, bankers, big landlords, 
professional men like lawyers, doctors and such other people, besides investing in the 
securities mentic/ned above, also invest their monies in cotton and jute mill shares and 
shares of other joirtt stock companies where with a certain amount of Sj)eculative risk 
there are chances of getting a larger return on their investments. These people also 
invent their money on fixed deposits or eurrent deposits in banks as they ictiuire moneys 
more readily than others for their business purposes. Some of them also invest money 
in lending on security of ornaments and immoveable properties. Farmers do lend to 
fellow agnculturists and the terms of lending are, as a rult% more easy than those fd th(‘ 
money-lender. If they get an oppjortunity of }>urchnsing more buids, tliey would surely 
invest their profits in purchasing more lands. 

Question 4..— There is no doubt that since the introiluctionof c;hc<^Lics in ( he Co-opera- 
tive Movement, the habit has grown steadily. The system of cheq^ues was introduced 
in the Surat District Co-operative Bank in the year 11121 and the numbers of cheques 
issued from the year 11123-24 to 1928-21f are as follows : — 



No. of 

xr (dicuues 

' .u.ed by 

societies. 

No. of 
cheques 
used by 
members 

. 

! Total 

No. of 
cheques 
used 

1923-24 

1,275 

! 

2,025 

3,3(X> 

1924-25 

2,025 

1,500 

3,525 

1926.2(> 

2MK) 

1,575 

3,575 

192(5-27 

2,4<H) 

1,700 

4,100 

1927-28 

2,776 

4,450 

7,225 

1928-29 

4.325 

3,575 

7,900 

% 

14,800 

! i 

i 14,825 1 

i 

1 29,626 
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The raosfc encouraging part of the business is that oo* operative societies like the cotton 
sale societies and other go-ahead societies have also begun to appreciate transmitting 
monies by cheques as appears from the numbers of cheques they have been issuing from 
year to year. 

The stamp duty on cheques was abolished in the year 1927 and the growth in number 
of cheques from that period also shows that the abolition of stamp duty bad a great effect 
in popularising the use of cheques. As stated above, cheques are being used by all classes 
of people now, but the fact that the English script is recognised so far as the signatures 
on cheques are concerned and the necessity of having the vernacular endorsements 
attested by magistrates or witnesses has to a certain extent retarded the movement. 
In order that the system of using the clieques be more popular among the people, the use 
of vernacular scripts in (cheques should be freely allowed for forgeries in vernacular can 
as easily be detected as forgeries in English. The use of vernacular scripts in banking 
will give it a great impetus in the rural areas where it is difficult to lind English knowing 
people except an individual here and an individual there. 

Question 5. — I admit that the banking and investment habit in the sense in which 
we now understand the term is certainly of a very slow growth in India. But that is 
due to the fact that banking institutions wore up tillrecentlyconlined to presidemy towns. 
1 n some Native States rulers themselves open State banks and that has a very encouraging 
effect on the invostmont habit. The sudden growth of Indian banks in Bombay during 
the last decade and their failure also contributed greatly to check the habit of iiivestmente 
in banks. With the introduction of co-operative banks in district towns, district cities 
and taluka towns, the habit has now been considerably developed. A good deal can 
be (lojm by (lover ament, if (lovcmment were to undertake to carry on j>ropaganda in 
this direction not through official agency but through non-official agency ; Government 
may appoint advisory boards of non-official gentlemen with expert knowledge in finance 
and banking to work as an ailvisory board to the pimple as to the best aiid safest method 
of investments at the time. I recommend that investment trusts on co-operativo basis 
as have been recently started in England should he introduced in Indiaand, if necoBsaiy, 
Government should guarantee a certain rate of interest in tlie initial stages of the growth 
of siieh investment trusts. As stated above a certain amount of distrust was caused by 
the widespread failure of lu<lian banking in the last decade. That distrust, no doubt, is 
wearing away by lapse of tinie, but it would take a very long time before the conservative 
i nstinct of Indian people will again adapt itself to the new methods of investing in banks. 
On the whole, the result of theoixuiing of new branches in recent years by the Imperial 
Bank of India has made the transmission of money more easy and is thus giving an 
irnpetUvS to trade. But the hopes that were entertained in the begitinirig that these 
branches will be the centres of training up competent Indians for banking purposes have 
not been fully realised, and much still remains to bo done in that direction. 

Oral Evidence. 

5868. The Chairman : Mr. Gandhi, you are the Chairman of t he Surat District 
Co-operative Bank, Ltd- ? — Yes. 

5869. And you are an advocate practising here for the last 33 years ? — Yes. 

5870. The Dekkhan Agriculturists’ Belief Act was introduced here in 1905 - Yes, 

5871- You were practising before its introduction ? — Yes. 
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6872. 1)0 you find any change in the credit of the agriculturistb »mce then 7 — 

I find a considerable change. 

6873. Is it duo to the fact that this Act has been introduced, or is it due to other facte? 
— Mostly it is due to the introduction of the Dekkhan Agriculturists’ Relief Act. 

6874. l)o you suggest its repr^al or its modification ? — 1 suggest an absolute 
repeal. 

6875. Would you not even give the agriculturists instalments to repay their debts ? 
>-This I will. 

5876. For this, there will have to be some legislation -This we have even under 
the present Act. Instalments can b<> given. 

5877. What about the rate of interest ? — It can be reduced under the Usurious Loans 
Act 

.5878. Apart from the question of repealing the Act, I (ixpect, you will make some 
allowance for deeds registered under the present Act, that they should not be enforced 
immediately V - Of (loiirse. 

5870. Your bank has made certain enquiries about indebtedness ?- Y^es. 

5880. In the case of those three villages mentioned in your written evidence, we 
find the average dc'bt p*r family of over Rs. 1,000. Later on you say The average 
debt of a member of the village eo-opu*ative credit aoeic'ty in >Surat district in the year 
1915 was aH(H*rtair\ed to be Rs. 67*25. which inercased to Rs. 103*4 in the year 1928, and 
generally sin^aking, it wouldnot he an exaggeration to say that that member will be found 
to ow<^ to village money-lender or to any other (iredil4)r at least th(' same amount. It w'ould 
be more accurate tx) say that li is indebtedness to any other creditor would amount to Iw'ice 
or thricci as much because in the case of a co-oiK*rative credit .sea’iely the re are certain 
limits to his power of borr4)wing which (‘hecks do not exist so far as birrrowing from 
other creditors is concerned. Thcrefon*, taking 'an average family to consist of foiii 
individuals, agaixi wc couk^ to tlu' same eonehision that tlie indebtedness of a family in a 
village would not be less than lis. 1,099.'’ If tins sum of Ks. 1,009 is dividt d Iry 4, tlie 
total would come to Rs. 250 per un iuber, acc-ording U> you and would Ik 3 in excess of t he 
sum of Rs. 103 mentiom d alxrve ? - Yes. What really happ(*ns when a family wants 
money is, the father and tiu* sxrn diviih^ their holdings ijjto different names and take 
differexrt k>an.s. 

5881. Is this very usual here V I wouldnot say that it is very usual here, but there 
are many cases. 

5882. Would there ordinarily be four diviBions in a family ? — 1 have to modify this 
a little. When the sons 4)f an agricuilurist grow' up every one of them takes a loan. 

5883. 1 JMik you sir because if this is correct, viz., an average sum of Rs. 1,0(K> per 
family approximately, then we can make an approximate estimate of total indebtedness 
of a particular tract on that basis ? — You can have 4 or 3 divisions, but the general 
impiession is otherwise. 1 mean the general impression of the ix*oplc. 

5884. Is the aveiage debt per family more than Rs. 1,000 ? — Yes. I cannot give 
you any figures to substantiate this statement. 

5885. Quite apart from these enquiries, are there any other figures about indebted 
nees ? — No. Thew‘ were the cases of debt redemption, and therefore, we had to work 
them out in conference. 
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5886. By individual enquiry ? — Yes. 

5887. Have you any estimate as to the current financial requirements of agricul- 
turists ? — I can say only roughly. I say that on an average it would come to Its. 10 
per acre. 

5888. But have you worked it out ? — No. 

5880. We find some witiiessos say Rs. 15 are required and others say Ks. 20 are requi- 
red ? — It is very difficult to w^ork out the figure. In jirayat lands live requirement.s for 
land would l>e fairly Ks. 11 to Rs. 4 and in hagayat it will go up to Rs. 20 or Rs. 25 and 
sometimes more. 

58t)0. But it would be possible t<» w'ork 4Uit what the cash requirements are for 
cb'fferent ciops ? — Of course, but for this Government must undertake an econoinit* 
enquiry. 

5891^ But can this not be worked out from the normal crcsiit statoraents. This could 
be made a basis to find out the cash requirements of members ? — They require money 
for so many purposes. 

r)8tl2. But do you not specify those in the statement ? — Ves. 

oSVKl. Is it a fact that your bank has a fairly large surplus ? — Yes. 

5894. VV"e have this phenomenon : On the one hand, the agriculturists need a very 
large amount of capita! in this district at a reasonable rate of interest and, on the other 
hand, your bank has ill lakhs and is not able to utilise a fairly large part of it. How do 
you explain these two things 7 -There are two reasons. Firstly, there are the restricted 
limits, and secondly, wc iiave to work on these restricted limits, whi(;h are not fair to 
in any agri c ii 1 1 u v is ts , 

5895. As regards limits in individual societies, the general limit fixed is suited to 
th(‘ needs of a large majority of members ? — Yes. 

589b. Then the question is only about a few members. Arc not sjiecial limits sam^- 
tioned in the case of tliesc members ? — Theoretically tliey are allowed l)y the Registrar, 
hut in piiK'tice it takes years and sometimes it is not done at all. 

5897. You want the jnocedure to be exjiedited ? — No ; 1 would go the otlierway. 
Why should not the bank be entrusted to finance people whom they know ? Why should 
a banking institution be controlled by a Department 7 I can underetand that some 
banks which are not developed require to be controlled more ettbetively, but why 
should not other banks which have shown their good work for years togetlier be trusted 
to give these limits themselves. 

5898. How would a bank ordinarily find out wdiether the limit asked for is really 
necessary or whether it is desirable to increase the limit of any individual member ? — 
There are the bank’s inspectors and directors who arc in touch with the individual. 

5899. How are itie directors in touch with the individual ? — By going to him. 

6900. Would these inspectors know these individual cases better ? — Yes. 

6901. Your suggestion is that so far as the sanctioning of special limits is concerned, 
it should be left to the bank ? — At least banks which have been tried and which are 
working well should be entrusted to give these limits themselves. 

6902. This is one way. What are the other ways ? — Another different institution 
should be started for financing bigger people. 



5903. Will it be something like a zenitTutari bank f — Yes, but I would rather prefer 
a bank in the district catering to the wants of all of them instead of having one sepa- 
rate zemindari bank for separate class of people. 

6904. You mean the district central bank should be the bank for financing such 
individuals as well as societies ? — Yes. 

5906. Was not your bank financing individuals when it was started ? — Yes, theore- 
tically, from the very beginning, we have been checked not to do so. Now we have 
been at last reduced to the position of an ideal central bank. 

5900. Do you not think that the interests of societies would suffer if a district cen- 
tral bank finances both individuals and societies ? — So long as district central banks 
have surplus funds, they should be free to do business. 

5907. Is there room for expansion of societies in this district ? — Yes. 

5908. In that case new societies would absorb your surplus amount ? — No. Unless 
big cultivators come in, it is not possible, and they will not (;ome in so long as there is 
this limit of Rs. 300. 

6909. Will they come in if special limits are fixed ? — Yes, they will come in. 

5910. Could not a part of your surplus money be advanced for long-term loans ? — 
So far as our share capital and reserve funds are concerjied, they come to over 
Ks. 2,30,000, 1 find that 50 per cent of our money is lying with us for a number of 

years. Our fixed deposit amounts to a lakh of rupees which is lying with us for 
15 years. 

6911. DeposiUad by the same individuals? — Yes; they have been renewing their 
deposits. We are not doing long-term credit in order to be on the safe side, but, if 
we are allowed to do long-term credit, we will be able to get deposits for fi\e years and 
ten years. 

6912. What prevents you from doing long-term business ? Is there anylhijig in 
your rules which prevents you from doing so ? — We have to look to the safety of the 
bank. 

.5913. You say that you will be able to give loans for five years and Urn years, but 
your deposits have been either one-year deposits or two-year deposits, the latter being 
the maximum period ? — But they have continued with us. Because there might be 
crisis at some long period, that is no reason why we shoiild not be allowed to do long-term 
business. If there is a crisis at that time, we should have assistance either from the Pro- 
vincial Bank or from Government. So far as we are concerned, out of 20 lakhs of working 
capital, we have invested 6J lakhs in Government securities. This sum is a fluid resource 
even in times of trouble. 

.5914. Is this sum from your deposits ? — Y'es. 

6915. This sum you may require for repayment if there is a crisis ? — Yes. What 
I feel is, if at the time of crisis people know we have sufficient backing by any agency to 
finance us and if finance is forthcoming, the crisis will be over. It will be only a 
panic. 

5916. It comes to this, that you want to do long-term business with short-term 
capital ? — No. If w© are freely allowed to do so, we shall be able to get long-term 
deposits. 
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6917. That would be a different question ? — Yes. 

5918. But even now are you not able to do to a certain extent long-term businoas ? 
— ^Y©8, we do. 

5919. Your suggestion is that you should be given a sort of cash credit for getting 
over the diflSculty, if there ia a crisis ? — Yes. 

5920. Is it not proper for a banking institution to stick to banking principles, and 
that 80 far as your business is concerned, you should do long-term business only with 
long-term capital ? — Yes. 

5921. Iteferring to your statement, it seems rather a peculiar system here that an 
agriculturist goes to two souH^ars, t.e., he goes to a village money-lender and to a taluka 
money-lender who is also a purchaser of his goods, whereas in other districds an agri- 
culturist goes to one sowrar ?— Yes. The village money-lender is a very small man 
with very small resources. He lends Ks. 2, Kh. 5 and so on. He supplies things also. 

5922. He is rather a trader than a money-lender ?' — He is both a trader and a money- 
lender. Therefore, when an agriculturist waiit.s a larger sum of money, he has to go to 
towns. 

5929. You say that some good farmers do hero money-lending business. Have you 
had an experience of such farmers ‘/--Yes. 

5924. Are they better oi' are they worse than the ordinary money-lenders *i — They 
are better. 

5925. They do not have an eye to the land ? — No. 

5V)2<i. Some people say that an agriculturist money -lender's object is to grab the 
land ? — No, it is not so. 

5927. They are not professional money-lenders ? — No. 

5928. They lend their Hurjdus money ?— Y^cs. 

5929. You say that although the Co-opc^rative Movement is the best for agriculturists, 
it has not Ix^en able to do much, and one of the reasons given by you for it is that the 
village money-lender’s system is elastic ? — Yes. 

5930. After all, the relationship between a village moiK y-lender ajid his client is 
personal but co-oj>erative societies must follow certain rules ? — Quite so. 

5931. You say’^ that there is much dex)artmental control. The ccuitrol eoincK before 
a society is registered. How does it come after its registration ?- — I am referring to the 
control which the Department exercises over the banks iji not allowing the banks a C/ertain 
amount of elasticity. 

5932. That is as regards investments ? — Yes, 

5933. Is that the only thing ? — And limits. 

5934- They are in the rules. After the bye-laws have been framed and societies have 
been registered there is no interference t — No ; there is no interferei\ce in the actual 
%ork. 

5935. You say : “ But it may be possible to finance him, as much as and when he wants 
to bo financed, if it were possible to arrange that the society’s dues will have precedence 
over those of any other creditor in all cases ” ? I feel so now, though perhaps it does 
violate the theory, that a society should be considered to be a good society which can 
live on its own credit and non-members’ deposits. What we find now-a-days is, that 
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with all our efforts to see that lending ia done on proi>er lines and thoroughly regulated, 
after the money is distributed amongst members of societies, some influential men 
amongst them who have not enough or whose relatives have not enough borrow non- 
members’ dex>o8it8 indiscriminate!}' afterwards, with the result that the managing eom- 
mitttoe becomes really unmanageable, and then they first try to pay off those men. As 
you know a soufcar will have more direct touch with a society ; with the result that the 
society goes from bad to worse ; and the money lent by the society is not recovered not- 
withstanding the fact that banks are trying to sec that lending is done carefully. 
Therefore, I propose that a society’s dues should have i)recedcuiec over those of any other 
creditor in all cases. 

5936. Suppose I go to a sowmr, tlie mivcar knows me and gives me a loan, then I go 
to a society and iKirrow again. You are of opinion that this second loan should have a 
preference over the first loan, is that so ? — If we are anxious to see that co-operative 
societies whirdi arc in the intereslK of the i>eople should l>e developed and indebtedness 
does not increase, this wu'll have to be done. I place theintereste of agrieulturists above 
theoretical consideration of equity of this character. 

5937. But this might encourage dishonesty ? -TheTe might be cases. 1 will not 
deny that. 

5938. In your written statement you say : “ As tlie hundi business in co-operative 
banks has not been weH develo|Xid on account of there having not been large c!0-ojjerative 
banks at diffeient centres of trade, eo-o})erative banks do not handle much of hundi busi- 
ness at present.” Do you mean inside the presidency or outside the presidency Both 
inside and outside the presidency. 

5939. There are (*o-operalive banks now in different ]>arts of the presidency ? — Yes, 
and they can be developed. At present w^e are not doing much hundi business. 
Co-Of>crative banks have now come to an understanding to cash our hand is at jutr. 

5940. As a matter of fact c?o-(iperative bank have their work in the f)rcsidency itself 
and also outside the presidency ?-~-Yes : it should be deveU)[K‘d more. 

5941 . You say in the next paragraph that the Co-operativt* Movement does not get 
all the facilities which you want. One thing you have mentioned is interest on current 
account? — Secondly there is remittanc e by transfer receipts. H e get money sometimes 
after three days or four days. 

5942. That is from a sub-treasary ? — Yes. As soon as w'c deposit moi^ey in a 
sub-treasury, why should we not draw a cheque and present it for encashment to the 
Imperial Bank ? 

5943. But this is not a facility from the Imperial Bank ; it is a facility from Govern- 
ment ? — But if tlio Imperial Bank agrees to cash those eheqvies, we will get this facility 
from it. 

5944. x\s regards freedom for investing your surplus, you suggest that co-oj>erative 
banks should be entirely free to invest the surplus in all trust securities, and especially 
about your bank you say ; “ It may be argued that the Directorate of the Provincial 
Co-operative Bank would ordinary be more com jm? tent to do baiiking business than the 
Directorate of the Surat District Co-operative Bank ; but it is respectfully submitted 
that if the Board of Directors can successfully handle a working capital of Rs. 20 lakhs 
every year, it could certainly be trusted to know where to deposit its surplus funds ” ?*-i 

Mr, C. M, Oandhi, 
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I me&n thoiift banks wbo have proved themsolvee capable of doing good work should 
be trusted to know where to deposit their surplus funds. 

fi945. -What is the practice at present T I think a list is prepared by Government ? 
—But even with regard to that, the banks are restricted as to the amount^ The Bank 
of India is one of those banks. We are restricted to place only a certain sum of money 
with them and not more. 

5946. Would you be satisfied if a list is prepared by Government and you are allowed 
to place any amount and no restriction in that respect is put on your bank ? — Yes. 

5947. Mr, V. L. Mehta : At present is there a restriction on the total amount, or on 
the amount to be placed in each individual bank ? — ^There is a restriction on the amount 
to be placed in each individual bank. 

5948. Is there no restriction on the total amount ? — No, 

5949. The Chairman : You say that the Co-operative Movement is not financing 
the trader or the artisan ; why is that so ? — The People’s Bank has been started 
recently to deal with them. We have not been able to do much up til now. 

5950. About marketing you say ; “ The principal metliod of marketing in the back- 
ward tracts is the old-world method of the village money-lender acting bot h as a money- 
lender and a trader.” That i« to say, an agriculturist taking his produce? for sale to a 
village money-lender, and the village money-lender disposing it of just as he thinks fit 
and crediting the amount to his account ? — Yes. 

5951. Why does the man take his produce to him ? — I mean that is an understanding 
between him and the man who lends money. This is a sort of lien over his crop. Even 
if an agriculturist does not go to his field to bring the crop, the money-lender goes and 
brings all crop. 

5952. In that case as well as in the other case, when crop is taken from a village to a 
market, it is exported to a port or to some other., place. Take the case of a well-to-do 
class of agriculturists who take their crop to market places. Do they require finance 
before the crop is actually taken to a market ? — Yes. In some cases where they have 
to pay assessment, they require finance. 

5953. Where do they get it from now 7 — From the sowcara. 

5954. At the market places ? — No ; in their villages they receive the money. 

5955. Do they have to borrow on the security of their produce ? — Sometimes tiiey 
have to do so, because if crops are not ready, they Ix^rrow money for payment on the 
Becurity of their crop. 

5956. But is the crop taken away by their creditors 7 — No. 

5957. When the crop is brought to the market and sold, does the agriculturist get 
his money immediately or after some days 7 — Sometimes he gets it after three or four 

days. 

6958. And then the crop is exported ? — Yes. 

5959. Do you know how this export is financed ? — It is financed by the big merchants 
of the city, and they draw hundU, 

5960* Does the system of financing on the security of crop still prevail in 
these parts 7- — In some parts it is existing. I will here suggest one thing. There is no 
reason why Government should not postpone the recovery of the assessment of a member 
MO Y 83— ~5 



u 


In TiUagdA where there ere oo-opefrative societies which can stand tm sureties for memheia^ 
money. 

6961. What are the present dates of instalments ? — From 10th to 20th January and 
the latter part of February. 

5962. These dates are for khari/oropa ? — ^^Yes. 

5963. Your suggestion is that where there are co-operative societies, and if they 
agree to make payment of assessment of members after the crop is sold. Government 
ought to suspend collecting the assessment ? — Instead of suspending it to a particular 
date, it should be suspended till societies are in a iiosition to pay after recovering from 
their members, because they only stand os guarantee for the same. 

5964. Are there facilities in Surat, also in Udulca towns and in marketplaces, for 
godowns where agriculturists can keep their crop and take an advance against it ? — 
There are no such facilities. 

5966. In such places would it be desirable to have such godowns ? — Yes. 

6966. Dtjes not your central bank advance against crop ? — Cotton sale societies 
make such advances. 

6967. Are there no other institutions excepting cotton sale societies which do 
this Y — Ko. 

6968. Mr, V. L, Mehta : Does not the Imperial Bank advance against crop to a 
large extent ? — It only finances the trader in the city on the security of agricultural 
produce, 

6969. The Imperial Bank does not finance in any other market centres ? — No. 

6970. The Chairman : You say in your statement ; “ It is necessary, therefore, tliat 
the Government of India should financially help the co-operative banks both in the cities 
and in the presidency towns, as the French Government does, principally because as 
stated in another part of this state ment land revenue forms the principal part of the 
revenues of the presidency ”? — It ought to be modified. The Government of India 
cannot do it. It is the Bombay Government that should do it because the Co-operative 
Movement is a transferred subject. 

6971. You want Government to help co-operative banks for marketing purposes ? — 
Not only for marketing purposes, but for all agricultural pui-poses we want that Govern- 
ment should help us. 

6972. In the next paragraph you say that there should be facilities for direct receipt 
of money at taluka sub -treasuries ? — Yes. 

6973. About the Reci^rd of Rights, you are against the entry of any oral trans* 
actions ? — Yea. 

6974. But the Record of Rights would not be a true record if some transactions 
which are entered into orally are not shown in the Record itself t — That should be done 
in the presence of both the parties. Now a sowcar goes and makes a representation to 
the talali that he has entered into an oral lease ‘ A * for one year. This is taken as 
conclusive proof. ^ 

6976. Is this taken as conclusive proof before the entry is verified by some 
superior officer ? — ^Theoretically it may be possible. Really it is not possible for the 
officer to do so* 

Jlfr. 0, M. Oandhi, 



35 


5976. Bui tile entry would not be entered unleee it wa« verified T — In that onse, 
verification must be done in the presence of both parties, 

5977. Under the rules each entry has got to be certified by some superior ofticer T — 
Theoretically it may be possible, but practb ally it is impossible for an officer to verify 
each and every entry, and I found cases, what 1 considered to be rightful claims, 
rejected by courts, because there was no evidence. 

6978. About subsidiary industries, is there any difficulty of tiiiance, or is it 
the difficulty of marketing which comes in their way ? — Organization and marketing. 

6979. Is there any difficulty of finance for these small industries like basket- 
making, bamboo making, grur-raakiiig, etc.? — I am rather of opinion that a credit 
society may be allowed to act as a general purpose society in some cases so that what 
little finance members want can be supplied to thorn without starting a separate society 
for them. 

5980. But there is nothing to prevent a credit society from giving finaur© for 
grur-making even now ? — As a matter of fact, it is not done. 

6981. It can be don© ?— Yes. Bamboo making or basket making is not a part of 
agricuiture. Poultry rearing may be a part of agriculture. 

6982. But the rules of your bank do not restrict your finance only to agricultural 
purposes ? — As I understand them, il is only limited to agricultural purposes. 

5983. But tlie main difficulty is about marketing rather than financing 7 — Yes. 

6984. You are ill touch with the idigcuoiis banking system here? — We have not 
very much indigenous banking in Surat. 

6985. But you have a good many indigenous bankers ? — There are some money- 
lenders and bankers. 

6986. 1)0 they take deposit and advance money ? — Not very many. 

* 

6987. Is not the hulk of the internal trade financed hy indigenous bankers ? — No ; 
merchants and some money-lenders finance trade. Persons who supply raw material 
also supply the credit. 

6988. This is for small industries. Take the case of crops like cotton. Does it not 
require a large amount of finance ? — Many of our cotton purchasers are from outside — 
Ahraedabad miDowners and Bombay millow'ners — and they finance cotton mostly. 
The Imperial Bank might bo doing something. 

6989. One difficulty is that the Imperial Bank cannot Kj>roa<l its branchei 
into talukas. It does not pay them to start small branchos. Therefore, in order that 
people at tcUuka headquarters and other people in market places should get the benefit 
of the resources of the Imperial Bank, it has been suggested to us in more than one place 
that some of these indigenous bankers, who will bt? men of sufficient credit, should bo 
appointed as agents of the Imperial Bank and that they should give a certain amount 
of guarantee and should undertake to do business for the Imperial Bank on 
commission. What do you think of the desirability of adopting this system t-*— 
I would not be in favour of substituting one individual banker in place of the other. 
I would rather have branches of co-operative banks in taluka towns. 

'6990. Would you have branches of your district bank or separate urban banka 
in different places 7 — Eveiy taXuka town should have its own bank managed by 
local people. 

5991, Would it include indigenous bankers also T — Yes, 
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5992. Therefore, you think- that indigenous bankers and other people can atart a 
local urban bank to undertake this business ? — Yes. 

5993. Are you in favour of redemption of old debts ? — Yes. 

5994. You say that indebtedness is increasing V — Yes, it is because of the manner in 
"which some influential members of societies have been borrowing indiscriminately. 

5995. What about other membe^rs ? — They get finance from societies and promptly 
repay. It is only when those influential members are allowed to borrow non-members’ 
dejxjsit^ indiscriminately that the debt increases. 

5996. Are you in favour of the proposal that primary societies should not take non- 
membei*»’ deiK>8its ? — I should think so, Ijecause the privilege has been in most cases 
abused, though it is an indication of a society’s credit. As a matter of fact it is being 
abused. 

6997. Has there boon any difliculty in any of the societies in this district about repay- 
ment of tbese dcjKjsits ? — Yes. 

5998. Has your bank advanced money for repayment of these dei)osits ? — In some 
cases the l)ank has paid money at the last moment to save societies and then the bank 
also got into difliculty h<» far as re(^overy from societies was concerned. 

5999. You say ; “ Therefore, in my opinion it will be Ixdler to devise methods by 
whici> indigonouH banking could bo linked up with district central banks.” Is this a 
rei>etiti<)n of the suggestirm made just now that a district bank should do the business 
of Jinancing societieH as well as individuals ?■ — Yes. 

6<X)0. And they sliould be invited t4> join the directorate Yes. 

6(M>1 . Do you want the district (central banks to w<>rk more fui the lines of joint stock 
banks ?■ - No. We shoutl l)e allowed to do all work which they do not do, with perfect 
freedom of aedion. 8o far as tlie distribution of profits is coin^uned, our borrowers will 
have an equal shaTe. 

6(K12. So, except as regards the distribution of profits, you will work more or less on 
the lines of joint sl-ock banks V— No. Also we wdll be fair in charging interest. We 
will not (exploit anybody. 

6003. Kxcept for these two principles, you would work exactly as joint stock 
banks ? — Yes. 

600-i. Do you advance loans by cheques t-o societies or do they ask for cash ? — We 
give casli to societies. O-otlon sale societies draw cheques. 

6(M)5. Is it not a fact that ordinary primary societies take money all at once ? — Yes. 
Now they have learnt to take money by instalments. 

6006. If they take money by lump, a part of the amount will surely bo badly 
utilised ? — Yes. 

6007. Do you not encourage credit societies also to give loans by cheques to their 
members ? — Illiteracy is a great stumbling block. 

6008. Professor Kale : Is it your idea that the general rate of interest charged to 
cultivators by various financing agencies should be lowered ? — Yes. 

6009. You cite the examxfle of France and I l>eliove you refer to the system there in 
which the Bank o| France is required by its charter to place at the disposal of 
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agricultural »o<jletiee lai|fe suniB of money at a very low rate of interest or free of 
interest. Is thk what you have in mind ? — I have no such idea of such a provision 
in the charter. I referred to the article by Mr. Hothfeld where it is stated that Govern- 
ment place a large sum of money at the disxK>8al of the Bank free of interest. This is 
the arrangement. I do not know whether such a provision is in the charter. 

6010. You state that the Imperial Bank should lend money at a lower rate 
of interest because 6 crores of land revenue of the presidency is lying with them 
without interest ? — In Ahmedabad I understand the Imperial Bank allows interest 
on current deposits to certain depositors with them provided they maintaiji a certain 
limit. Whether this information Ta correct or not I am still of opinion that when they 
aae such a large sum of money from land revenue they should either h^>nc provision 
in their charter or by an agreement or when it is renewed be asked, where there are no 
facilities, to give interest on current account. 

6011. But this is not necessarily to be allowed in consequence of your idea that 
6 crores of land revenue is lying with the Imperial Bank ? — I mean it is a fair and moral 
justification for my demand. 

6012. Apart from this, you contend that agriculture is one of our most important 
industries, and it is necessary that Government should help it, and you want their help 
on this account. But is it accurate to say that because the land revenue is lying with 
the Imperial Bank, probably without interest, the Imperial Bank should give this 
facility? I am not sure if your statement is accurate. Therefore I was asking you this 
question ? — I am not an economist. I am only putting tlie facts to you a layman. 

60111. I appreciate your general ground. You state that it is the duty of the Govern- 
ment to make provision for lowering the rate of interest to agriculturists ? — Yes. 

6014. And you hold this view because you think that at a higher rate of interest 
agriculture will be unproductive ? — There is no other chance for his agriculture having 
regard to the l(?ad of his indebtedness. It is not possible for him to pay this interest, to 
bear the current charges of his agriculture and to maintain his family. 

6015. So you think that our banking organization, however it may be constituted, 
must be such that the rate of interest for a cultivator must be low ? — Yes. 

6016. With regard to your proposal that an individual landowner should be allowed 
to take a loan from a district bank, do you put him on the same basis as a man from the 
city who would take a loan from your district bank 7 — No. 

6017. Are you not now allowed to lend to an individual in the city ? — No. The urban 
bank is allowed to lend money. If the operations of an urban bank are confined only to 
an urban area both as regards individuals and societies, I think the same reasoning can 

^ apply with regard to central banks advancing money both to individuals and to societies 
in rural areas, of course with sufficient security. 

6018. But do you not think that this will conflict with the principle of co-operation 
when a man from a village goes to a district bank over the head of a co-operative society 
existing in his village ? — No. He borrows from the co-operative society and when he 
wants more than he can borrow from the society he takes money from the bank, on 
auffioient security. 

6019. Do you think it desirable that in a particular village where there is a society 
the members should go to a district bank and borrow money 7—1^ you really desire that 
our finance should reach the bulk of the population so that agnculture may be done 
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on a proper ba«iB, there ib no other way of doing it except in thie way. And becauae 
of BocietioB' unlimited liabilities most of the persons who are well-to-do will not take 
the responsibility of an unlimited liability unless you form a society of men of theij* own 
common economic needs. There is no common economic need between a big landholder 
and the men who are now in an agricultural society. 

6020. You think that either they should be provided in this way or some other 
provision should l)e made ? — Yes. Either they should have societies of men of 
their own common economic needs or they should be allowed to be financed by 
district banks. 

6021. You have compared the indcbtoduesH of members of co-operative societies 
in 1015 and 1^928 ? — I took the figures after the war and the latest figures available. 

6022. You say that in 1915 the average debt of a member was Rs. 67 *25 and it has 
gone up to 103*4 in 1928. (h)idd it not be due to the fact that the prfee^s have risen ? — 
I do not think so. In the first place I am not sure whether the prices have increased 
in that proportion. 

6023. I may tell you that compared with the pre-war figures the figures to-day ai*e 
about J40 to 145 as against 100. In that case the proportion will be very near the same. 
So your figures oorresjmnd practically to these figures ? — Yes. But in that case the 
proportion of indebtedness must rise from 1915 to 1928 in that portion. 

6024. Naturally, when the purchasing power of money has gone down, more money 
will be required ? — That is true, but then a similar proportion will bo maintained all 
throughout. 

6025. I was suggesting to you that the inert^ase in the indebtedness in 1928 would 
largely bo due to the fact of prices of having gone high ? — In 1915 the indebtedness 
was 67*25 ; in 1918 it went down to 53*13 ; in 1925 it w'eiit up to 67' 9 ; and in 1928 
It Tvent up to 103 ' 4. 8o the proportion of the increase of price has not been kept. 

6026. The point is that this indebtedness of 103 • 4 would be due to other causes 
also ? — Of course. My figures are only a rough calculation. 

6027. Mr. F. L. Mehta : Before this practice of lending direct to individuals in the 
district was discontinued, did you have very large dealings with individunl landliolders 
iu the earlier days of your bank V — 1 would not be able to tell you this. 

6028. I should like to know what is your experience ? — I have no recollection 
about it. 

6029. Have you heard of business conducted on theee lines in any other district 7 — 
No. 1 have heard of Nagar district. 

6030. What is their experience 7— Surat has never been a famine district and 
Nagar has always been a famine district. 

6031. You suggest that a part of the field of long-term credit should be explored by 
the central bank and then a land mortgage bank may be started, but do you favour the 
starting of a land mortgage bank 7 — It can be done side by side. 

6032. Will there not be a conflict of interest 7 — No, If the security offered is a good 
one there will be no conflict of interest. 

6033. Then you suggest that the rate df interest on advances made by a land mort- 
gage bank should not exceed 4| per cent, and one of the arguments seems to be that 
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* oortain nuni^r of people at present borrow at six per cent. Is the number oonsider* 
able ?— Good landholders do got money at six per cent. 

6034. Do they pile up heavy debts ? — Yes, because of their social customs and other 
things. 

6036, You do not think that a land mortgage bank which advances money at more 
than per cent, has much chance of success so far as indebtedness is concerned. 
I mean he has to meet all expenses of cultivation, his family expenses and interest, 
etc. What is the amount of acreage of holding ho will have ? How is he to meet 
all these ex{>enses ? 

6036. 7'he Chairman : What would happen if theie is no land mortgage bank 7 — 
There will be starvation. 

0037. Would you keep a land mortgage bank open to all holders — big and small ? — 
Yes. 

6038. ProJemoT Kale : In the case of small holders they will r\pi bt^ able to repay 
their loans, and at the same time carry on their agricnlturc 7 — The iiistalments nmst be 
spread over a large numlxT of years. 

6039. Mr, V. L. Mehla : Along with the rate of interest you would have payments 
spread over a very large number of instalments ? — Yes. 

6040. What do you think should be the usual term of repayment for ordinary debts 
for land improvement, etc. ? — It should be not less than ton years. 

6041. The Chairman : And for debt redemption 7 — It depends upon one’s holding. 
In some cases it may have to go up to twenty years. 

0042. Professor Kale : Do you not think that in the scheme you propose it will bo 
necessary to make the liolding impartible, otherwise in the course of ^twenty years 
anything may happen to the landholder and our ultimate object will not be gained 7 — 
Yes ; I mean the holding must be maintained. 

6043. Mr, Kamat : For all these long-term loans you say that ten years would be 
tbe least period for fixing ins talmeii is and in the case of debt redemption twenty years 
would be the j)eriod for fixing instalments 7 — Yes. 

6044. How does this fit in with your idea that district banks should bo allowed to 
take deposits for sliort-terms and lend out money for long-terms ? Would you get 
deposits for ten years and twenty years 7 — We may be able to extend our share capital. 
Now we have restricted our share capital. 

6046. In the case of indebtedness, which you say is increasing, is the bulk of tht) 
borrowing coining from the village money-lender in the district, or is it from tbe town 

shroff 7 — From the village money-lender. 

» 

' 6046. So the problem is to reform the village petty money-lender ? — Yes. 

6047. Does 90 per cent, of the bulk come from him 7 — I would not say so much, but 
it would be about 70 per cent. 

6048. In any ease, the point is this : As the village money-lender advances both cash 
and other necessaries of life, will you compel him to have two sets of books, one for cash 
transa<4io!is and the other for other things 7 — If the account books are kept in pucca 
bound books and are registered, I do not think there is any chance of his interpoliating 
new pages as we now find. Ordinarily he maintains only a khuta^ and he can replat^e 
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one page. If the pages of the account book are initialled and stamped by some respon* 
sible officer and if th^re is a pucca bound book, there is no. difficulty at all. 

6049. In the case of this subsidiary occupation, is it merely the difficulty of finance^ 
or is it the difficulty of inducing the agriculturist to concentrate his mind and to train 
him for carrying on the subsidiary occupation, as every one, as you know, is not fit for 
basket-making nor is he fit for rope-making 1 — There arc persons who do this business, 
but there are no facilities for marketing. They should be organised, and facilities for 
marketing should be provided. 

6050. But is there the skill, latent or otherwise, which could be developed at all, or 
do you suggest that some Government agency or co-operative agency should train the 
villagers ? — 1 want to develop those industries wherever they now exist and are dying 
out because of want of facilities. There are people who can conduct these subsidiary 
industries, their families have been doing, but some of them have cease<l to do that 
because they have no facilities for marketing. 

0051. They ha^ ceased to do it probably because their methods are crude and can- 
not stand competition. If their methods are improved, do you think they might be able 
to compote with machine goods ? Take, for example, the cJuimar. He prepares the 
hide in a crude viray, but if the Director o*f Industries trains ( hese people to do the tanning 
in an improved manner, it might make them stand on thc'ir legs. Would you not insist 
on that ? — I would insist on that, and I would insist upon Government putting more 
money at the disposal of the Director of Industries, because he can make large schemes, 
but ho cannot do much without money. 

6052. Are you in favour of extending the postal savings banks to every village 1 — 
Yes. 

6053. Do you not fear that they would drain away the local money ? — I want that 
money to be utilised again for the benefit of the local people. 

6064. It has been contended that the result of it would bo that the money would bo 
drained away from the district to the headquarters. Do you not fejir that would be 
the result of your proposal ? — I think there is very little money with the people. 

6056. Mr, Buckley : In y(tur statement, you soy that you are not aware of any very 
keen compt^tition between the eo-operativo banks and the joint stock banks in the Surat 
district. Do you include hundi business in that ? — Yes. 

6056, The Glhairman : Have you met with no difficulties in doing hundi busi- 
ness ? — We are not doing hundi business on a very large scale. 

6067. Is there any tendency to object to your doing hundi business Y — I am not 
aware of that. 

6058, Mr, Buckley : In your stAtement, you say that the Imperial Bank considers 
the indigenous bankers as its rivals. Is it your experience, or is it merely a general 
impression ? — 1 know as a matter of fact that there are only two banks here, viz,, the 
branch of the Baroda Bank and the Co-operative Bank, and so far as facilities 
are concerned, very little facilities are given by the Imperial Bank to these two 
banks. 

6069. And from that want of facilities you produce the larger statement that the 
Imperial Bank wants to see these banks wiped out of existence ? — The co-ordination^ 
which fthould exist between the two institutions, is lacking. 

Mr, €, M, Oandhi, 
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6060 . In tb© last paragraph of your statement, you say : “ But the hopes that were 

entertained in the beginning that these branches will be the centres of training up 
competent Indians for banking purposes have not been fully realised, ” How did you 
arrive at that conclusion ? — From actual experience, I see that the Indians, who are in 
the responsible pasitions in the Imperial Bank, are not increased. 

6061. Mr. Desai : Mr. Gandhi, you have stated iii your statement many reasons 
to oust the village sowcar. 1 want to know wliether it is on sentimental grounds or 
on practical grounds ? — From iny experience T have seen how the ^otecar.v play tricks 
with the poor agriculturist's. 

6062. Will you give me any authorities or statistics ? — If you will give ii\e time, I 
will produce briefs after briefs to substantiate that statement. At present I am fighting 
a case in which a man has lost about 60 acres of laiul within seven years and is now on 
the brink of ruin. 

6063. That is a solitary case. Could 3^cu give general statistics? — 1 can quote 
chapter and verse. They charge from 12 to 24 per cent, interest, and the money has to 
be rc})aid within two or three months. 

fi064. On page 57 of the report of the Indian (knitral (h)t toil Com nu'ttee the figures 
of the rates of interest charged arc given. Below the rate OJ per cent, is 65 per cent, 
of the amounts advanced and Ixdween OJ and 12 percent, is only 20 per cent., and 12 
to 18| is only 2*3 per cent. Kroin this 1 can .sec that you may be stating solitary 
exceptions ? — I am not a party to the report. I am speaking from experience as a 
lawyer extending over so many years, and t can produce briefs, 

60f)5. Profe<s.sor Kale : Is it your experience that these figures may be nominal, 
and that something additional is taken by the sowcar ? — The money-lender eliarges for 
vatai: or purse-loosening at the time of advancing money, and the acimunts are adjusted 
sometimes at the end of three iiKniths or six months or a year. 

6066. Mr. Jjesai : Could you tell me ■what is the percentage of expenses of your 
Bank in relation to the capital invested ? — The subscribed .share capital is Rs. 1,89,160 
at the end of 1928-29, and the expenditure is Rs. 20,000, which works out at about one 
per cent, in relation to the working capital. The reserve fund is about Rs. 34,000. 

6067. What rate of interest do you charge to agriculturists ? — We lend to the society 
at 7 per cent, and not to individuals, and we charge 7 J per cent, to some societies. 

6068. What rate of interest societies charge to members ? — 9 to 9^ per cent. 

6069. On practical grounds, how are the farmers benefited by co-operative 
societies ? — The societies will not allow them to go more and more into indebtedness 
as so wears do ; we insist on regular payments to be made. 

6070. What is the net return to sowcars ? — Apparently they charge from 12 to 24 per 
cent., but the net return would depend on the manner in which they adjust their 
accounts. 

6071. The Indian Central Cotton Committee in their report say that in the Middle 
Gujarat the rate of interest varies from 9 to 12 per cent., and very often it is the lower 
rate, which is also the rate charged by co-operative societies. How would you reconcile 
your views with this statement ? — From my exjierience I can say that the rate actually 
charged by soiocurs is very much more than what apjiears on the paper. 

(The witness withdrew.) 
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Rao Bahadur BHIHBHAI RANCHHOD Jl NAIK, Member, Legislative 
Council (Surat District), President, District Local Board, Surat, and 
Member, Indian Central Cotton Committee. 

Replies to the Questionnaire. 

SK^TION r. 

Que.stiow 1 — AoRioni/ruRAL Credit and (to:i)jT FAcir.rriES for .small 
Industries. — (a) By from money- IfnderH anci alf-:o from well-to-do 

agricnlturistM on intcreHt. In some eases money is borrowtsl from co-ot>erativc banks 
and eo-oj»ci'8tive ert^it sts ieties for this purptist*. 

(6) Th<? same a.s (a). 

(c) The same as (a). In s«>me euses they lK>rrow money from CoNernmenI as {(Lcmvi 
loans, especial ly wlKm tliere is famine or failure of crops or want of raiiiH. 

The rate of interest in the Surat distriv t ranjres from ti to 18 per cent. ; but the average 
would la* lx^t^^ecn 9 and 12 per ( <*nt. 

The iieriod for repaymorit of the mom\v Iwirrowc^l for ( ulti\ atiun ex|)enst‘s is short, /.( .» 
till the harvest season, while for {b) no time limit i.s tixed, but geneivtllv they are long-term 
loans. As regards (c) tliey are sh(»rt-term loans .siippostxl to lx* payable within three 
years. 

Nati rk of the Securities. — IVrsoual credit, jv^rsonal set urities of others, mortgage 
of lands, houses and oniaments and in some eases iiiortgngt* of stand itig crops too. 

Conditions arc also laitj down in some casi^s that in chs<' the borrowms fail to iTpay tl^e 
loai B within the prcscrilHsl pm-hsL they hav<‘ to pay something moiv by way of < (>mmis- 
sion (commonly calhal vatav) or the inert^asod rate of interest. 

The coialititm (»f loans generally made by the moiiey-h iKlers is ‘ ]»ayiible on demand ” 
and the money-lenders are thus in a position to fortM-k si^ th<* mm tgagt^ IkuuIs hy taking 
poBBt^sBion t>f the properties mortgagtsl, if and when they so desire ; but in practice 
the loans iKurowed fnim money-lenders are not repaid for years. I'here is a system of 
instalment with the co-operative crt^Hi sot ieties for long-term loans. 

The part played by Oovcriiraent in agricultural finance through the lmp(>rial Bank 
of India and the joint stock banks is, to my knowledge, quite insigniticant. 

It is money-lenders, (*o -opt* rati ve Imaks, merchants and dealers (the latter to .some 
extent) that finonee agriculture ; but the major shan^ of bcsi^iess gue.s to money -lenders. 
It is also the iiroctice in this district to Ixirnw money from amongst agriculturists 
themselves who can make savings. 

An estimate of the total uafxtal rkouireo for various ruKi'usEs. — It is difficult 
to ascertain the amount of cay)ital for the various pui’pcses in my distritjt, but at least a 
little over a cD>i*e of rupees will Ih) reijuircd tluring the season for cultivation purposes 
at the most moderate calculation of the exyieiisc of cultivation, taking Ks. 15 per acre, 
the land Ijeing 7 to 8 lakhs of acn.*8 in the district. The land revenue of the district is 
almost 27 lakhs aiwkat least half the itjvenue requims to be paid before the products are 
disposed of. For other purpost^s it is very difficult to estimate coimetly. 

The above requirements are entirely meant for agriculturists. I do not include in them 
tlic requirements of t)ther classes — traders and indu.stria lists. 

iff, B. E. 2^a%L 
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There are iw>i3oubt defects w the present syatetn of money-lendiiv? and the reasons for 
them are ma.ny, viz. (i) illiteracy among agrioiiltiirists, (/#) their apathy towanis keeping 
regular accouiits of agricultural op<*rations, (iri) lack of other sources of borrowing 
mouey except the professional money lenders, (if ) the practice of making repayments in 
the form of agricultural products whi<h arc not generally valued at the market 
price, and (c) not getting money at the time when it is biidly required for agricultural 
operations. 

The present defects can lx‘ reme<Iied by ly-moving illiterac y amongst the agriculturists 
and by pro\iiiiiig money -Icnfliiig facilities at a ( heap rate of iutert^st on reasonable 
terms. I’hc agricultural iiuanne after deducting its e\|K'iis( s is so small that the 
agriculturists ca!! hanfly make l)oth ends meet and they are, therefore, unable t(» pay 
high rate of interest. 

The co-opc'rativc t redif fat ilities shouhl lx‘ <‘xtendtxl and the land mortgage or 
agricultural lainks cq)encxi for long-term loans at cheapt*r rates of interf^st for r<*deemiug 
the present heav'V debts. 

X do not iind mucii t u-ordinatioii in my district between credit agencies. The principal 
credit agencies arc the imperial Ikink ol hitlia, tlte Xkirik of Ikiroda and the >Sumt District 
Co-oj)erative Bank; but tltere is hanlly any ctoordinalion among them. 1 hen' is, 
however, some co-ordination among the indigenous bankers and money-lenders. 

QuEhlioX 2.- -At present there Is no organised system '>f marketing the prixluee of 
agriculture. Tla^ old SAsstern is .still continuing. The agriculturists of the jnlvaiictxl 
clas.ses, located near the cities and towns of the district, canw their pnxlucc to such cities 
and tow'iis in their own ('arts and the pnxlucc is sold through l)rokers at the j)ricc of the 
day. Some of i Jic agriculturi.sts sell their produce their own \ illages t(» mnrcliants 
and traders w bo H<nid <»ut their agents to make .siudi piirchase.H. The prod uce of the most 
backwanl and kali para j ]>e(>plc generally goes into the hands of their village mom*y* 
ltmder.s and is di.spostvl of by them. 'Vhis state of things i.s not at all in tlie internists of 
the agriculturists. In tlie first instance (he f^rokers or the middlchuMi, shrew^d and some 
of them uns. rupulo’is as tlu^v ur<s generally do not allow the ivmI j)riccH to go into the 
hands of agriculturists w ho arc generally ignorant and are not aware (tf the ruling prices. 
Moreover even il these muMleincn arc hone.st and st raighth>rwar(l, they do not exist 
for tlie sake of charity, 11 a sysUon, thcrefoiv, iK'devirtCtl to doawoiy w itli these midillc- 
men as far as practicabl(‘, it would go a gn at way in the int<n’csts of agriculturists. 

The relation between the backward clas.s agriculturists and the village' inoney-lenderK 
in eonncctiou with disposing of tlie crops are in no way hett^T but woise than those 
existing betw^een advanced class agri(ui)fui'i.st8 ami brokers and middh*men, since they 
(money-lenders) deal with such agriculturistH in several w^ays. They generally advance 
money, seeds, food-grains, bullocks, bufXaloes, et-*., to ignomnt agrieulturisls for agri- 
cultural oporatiojiB, and w hen the liarvest is rcarJy, they g(» round from house to house and 
village to village to collect crops in return of money, stxxls, f<xxl-grain.s, etc., supplied by 
them. I would not find fault w ith their so doing ; ber au.st? it they do not remain on alert 
or watch, they might not get anything in return b>r what they hacl ailvanccd. 

The terms of repayment are invariably very hard. The poor agriculturists arc required 
to pay one and a quarter, one and a half, and in some cases two times the scseds, focxl- 
graittfl, etc., supplied to them. They fix the prices of crops at a low rate and thus they 
are more or less doing the business of money-lenders as well as traders. Even the princi- 
pal cotton crop of the district belonging to such backw'ard agriculturists goes into the 
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hands of money-lenders for disposal The main cause of such a state* of affairs is the 
illiteracy and the ignorance of the oackward classes, and the lack of facilities for credits 
other than the money-lenders. It is to some extcmt responsible for the passing of so 
many acres of lands, belonging to backward classes, into the hands of money-lenders, 
and turning so many small agriculturists into mere landless labourers. I am, however, 
not unmindful of the fad that the habit of intoxication, so deeply rooted among such 
classes, is also to a certain exUmt re8|K>n8ible for their present miscTable condition. In 
the most baokw'ard tracts, the fairs, commonly know'n as hats, held at different (entres 
on different days of the week, also play an imjxjrtant part in marketing. In thest> hul8 
small traders and merchants flock together to purchase agricultural produce and sell 
articles of necessity for the backward and kaliparaj agrk iilturists and lalK>urers, These 
jxjtty riu^ri'hants regularly dealing in hats make double profit, viz., they purchase articles 
from agriculturists at a low rate and sell them their own at very high rates. The poor 
illiterate and ignorant agriculturists, l>eing unaware of the real prices, are actually made to 
suffer in both the transactions by hattralas. 

As n^gards marketing the principal crop of the district (cotton), where there are 
co-operative cotton sale 8f)cieties, they generally make a pool of the produce, get their 
cotton ginned at a j)artioular ginnery and tlie lint is then sold either at Surat or at 
Navsari. The agriculturists who are not the meinl^ers of the co-o])erative sale sfX'ieties, 
enter into (H)ntract in their own villages with the biokers of the ginning factories, 
owners and merchants who are dealing in cotton. When the crop is ready, the kapas 
is carted to the ginneries by tlie agriculturists ihein.sidves. Some of the ginowners 
and merchants no doubt takc! advantage of the jwsition and when the cotton is carted 
U) the ginneries, the agriculturists are, under one excuse? or the other, not paid the full 
value in spite of the (contracts mode. Eitlier de<l actions are made i?i w eights or other 
excuses such as the inferior quality, dampness, etc., are brought forth. 

The question of marketing the pr<«lu(‘e of agriculturists is no doubt a very important 
one and though the Oottfui Market l>ill is passed, the advantage has not fx‘cn taken by 
the agriculturists. It is also a question wliether pf*ople will rea<iily take advantage of the 
cotton markets. But 1 am in favour of forming pools on co-operative basis for selling 
cotton and other crops also. If farmers’ co-ofK^rative stores are established in the interior 
at different iuinveriient centres w ith ginning fa^dories, oil, rice, and flour mills, etc., w here- 
ever possible, and w'aixdioiist^s are maintained by siu h stores, the croyis of agricult urists 
can stot'ktxi and sultl at the opportune time to get l>etter rates. If this Ix^ done, it 
would 1)6 a step forward. I suggest to store not only tlie eiops of agriculturists hut also 
all the articles of requirements of agru ulturists and supply them. 

Now as regards the finance for such stores or warehouses, I would suggest that they 
should be run by the eo-op(^rative or mortgage or agricultural banks on their own 
ac(X)unts, or by raising capitals by way of shares, deposits and (Government bonds. The 
memfcH^rs of such stores wdll no doubt require some advances Udore tin ( mps are stocked 
and .sold. 8ii('h advances can be made by liorrowing from co-ofx^rative or mortgage or 
agricultural banks on the hypothet ation of tuops stoc ked by such stores ; and if the stores 
are run by co-operative or mortgage or agricultuTal banks, there w^ould be no question of 
ad vance as the banks themselves will advance on behalf of the stores. As regards tlie 
organisation and management of such stores, I would suggest that Government should 
make provision for iht training of necessary persons. 

Mr, B. Jt. Naik, 
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At pre»eiit the facilities existinp: for financing the products during marketing 
an" : — 

(«) Loans are a<ivariced by money-lenders, (h) by niercbiiiits aivd ti‘ad(*rs dealing 
in v^arious kinds of crops and indigenous bankers, (c) by co-operative banks to the 
cotton sale soideties and other sale societies, if any. {d) by the Imj^iial Bank of 
India and the Bank of Baroda in some cases to cotton merchants during the cotton 
season. 

As regards the credit facilities require!.!, I have stat/ed my views in the pr«‘ceding 
paragraph that sotoo pools on co-operative lines should 1 k‘ formed and money advanced 
to individual members. 

During the process of marketing the iMUikers an^ not playing any im[)ort^wlt part except 
that the District C<>-opero.tivc Bank a<ivance money to co o}«M alive sale so< icties as re- 
quired by them and occasionally ihe Imjx^rial Bank of Tiaiia make ad v ant es to mertdiants 
during the cotton season on the hy|Hdhecation of c otton. Some t>f thet imligei ons l^ankers 
and merchants also finance tlu* <'Otton dealers during the S4"asoii. I may mention here 
that ext'cpt the < otton sale societu‘s where they exist, the otlnu agrictilturists do not get 
their money in some cases for ihv hipa,<t sold to merchants and ginowners for a pretty 
long time, say for one or sonu times two months. 'J'hese ugricultiirists t art their kit-pas 
to the various ginneries in t<?rms of kahala (contract) made u ith the brokers of the bny(‘rs ; 
but after the delivery of the kapas, they ha ve to wait h>r the paymejtt of money for one 
or tWT> moTiths. From my pt^rsonal knowledge, I can say that such a long delay in pay- 
ment is really a great hardship to the pt)or agriculturists. Kot only this, but tht" agri- 
culturists do not get c\en rec<'ipts for the <‘otton dciiviTcil at the ginneries. The delay 
in ])aymeut is caus(‘d tor t^o reasoii.s— < ither the ginowners and meicliaiits arc not in 
a position to pay tho agricult urists proinj^tly against the deliv{!r\ of the kapas or they 
intentionally delay payments in order to save int4‘r(*st. \\ haU*\er may U‘ th(^ reason, the 
fact is that the aghcnlturists have iK>t only to undergo hardship ami lose intor(^st, but 
have also to pay sometimes heavy intere.st if they want inoney immediately. 

For internal remittance, the existing facilititss arc the cheques, hmidis^ drafts and 
havalas (chit) in tho towns and cities whtM'c there are hanks and hankers ; but in villaiq s 
where there are no societies or banks and bankeis, ( ash payments are made. The hundis 
emanating from this locality ( an be discounted by local bankers ; but sometimes the 
payees have to wait for the payments till th(* advice is n ceiA fsl for the m'ceptanee by the 
drawee. 

Ql'ESTIOK 3. — The values of land in diffenuit parts of the district for dilh-nuit kinds of 
soil vary from Jis. 20 jx*r acre to Rs. 500 for the jirayai land and from Rs. 200 to Rs. J ,000 
for bagayat and kyari lands. The factors affecting the value of land are (t) the demand 
ajnd supply, (n) the (xedit facilities of different localities, (Hi) the foreign nnmey received, 
and (iv) marketing facilities and location of land. Inarni lands will always feO h Idghor 
prices than ordinary ernes both on the groiinds of sentiments and that they have not to 
pay ordinary land revenue. 

The value of land on Government auction for non-payment of revenue cannot l>e 
accurately ascertained as such iiistances are rare in this district. The value of land in the 
event of t,ale by ( ourt decrees is somewhat low(n* than that of the land purchased by 
private negotiations. 

Question 4. — There is no legal impediment to mortgage of land and agricultuial 
holdiiAgs in this district. 
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There are no land mortgage or agricultural banka in this district. There are only the 
District C/ 0 -ox>erative Bank and the People's Co-operative Bank ; but these banks are 
restricted from giving long-term loans beyond the aggregate amount of Rs. 75,000 to 
Ks. 1,00,000 to individual members and that too under certain conditions. 

Thb Method of Lending by the District Co-ofehative Bank. — For the amount 
up to Rs. 2,000, two sureties are required to l>e furnished. The amount exceeding 
Rs. 2,000 up to Rh. 5,000 and above can be had on the .security of landed property, the 
amcmnt of loans being limited to I of the value of the property. 

Capital Kaisin<}. — The share capital and the deposits from the pcsjple are the only 
sources of capitals for the co-operative credit banks. 

MEASTTRjift. — l.,and mortgage banks or agricultural banks should, in iriy opinion, be 
institut/od to advance long-term loans — 

(a) improvements in the Re<‘ords of Rights and the titles of ownership, 

{!>) Himplitieation in the process of the foreclosure, 

(r) KHluction of the cost of reference in the Records of Riglits, etc. 

These measures are ca|>ablc of improvement in order to simplify the processes and 
reduce the burden of cost on the constituents of the hank, 1 understand < o-operative 
banks and societies have already been given such facilities. 

Capitai. Uaisino, Hate of Interest, etc., for Mort(!Aoe Banks.- The working 
capital for mortgage banks should largely be derived from debenture bonds carrying 
(Government guarantee both for intoest and capital, deposits and funds from central 
hanks and insurance (companies about whi< h I am dealing separatfdy in my replies on 
queHti(m No. 1 of part 111. The rate of interest to be ]>aid under the three heads should 
be per cent . The rates of intert'^st for lending out money to an agriculturist should not 
exceed 4^ per cent, to 5 per ( erit. and the deticit in working ex])en8es should he met from 
(Government subsidy. In my opinion the agriculturists have a riglit to claim some subsidy 
from (Jovoniment for their amelioration in view of the exchange policy of (lovernraeiit 
which changed the rate from Is. 4d. to Is. t»d. which put them to a loss of 12 per cent, in 
disposing of their produce. I am not going to burden the ('ommittee with the details 
about variou.H kinds of crops which are exported from the district ; but if the staple croj) 
of cotton which is e.stimated at t)(),(H>0 bale.s by the Agricultural Department, is taken 
iivb) consideration, the loss to the agriculturists will amount to lakhs annually. It has 
been admitted that the pea.santry is heavily indebted and that it is necessary that existing 
debts should be redeemed by making adequate? provision for long-term credit against 
the sec'nrities of land, eU*., at reasonable rate, which, in my opinion, should not exceed 
4i per cent, to 5 per cent, per annum. 

(Goveniment funds collected from the ryots are at present deposited without interest 
with the Imperial Bank of India, which is imlly a. loss to the general taxjxiyers. Some 
of these fumis should be lent to the mortgage banks, say^ at three per cent, interest. The 
deposits of post office savings banks received at three per cent, by (Government ('an alst) 
be made available for this purpose. This will go a great way to redeem the existmg debts 
of the agriculturists and they can be made Id start With a clean slate. I would say that 
if an agriculturist fias a liability more than his assets, his sou'car should be paid in propor- 
tion to his assets. Moreover, if (Government were to lose something in advancing money 
to the mortgage or co-operative banks for the redemption of existing debts of the 
agrieulturiat and filso for his agricultural operations, the resvilt eventually will bo that 

Mr, B, M. Naik, 
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the agriculturiftt will be free from the clutches of smxars and will bo bettor off. His 
producing and purchasing powers will ultimately iiicreaHe and it will benefit Government 
by an indirect way of taxation. So the loss, likely to be sustained by Govenmvent in the 
beginning, will be compensated later on. It is my conviction that unless the problem 
of redeeming existing debts is satiHfacti>rily solved, jio permanent good will be done k> 
the agriculturists. It would be difficult for the agricultural industr^^ of the Presidency 
to pay interest more than 4J to 5 per cent. I can imdci*stand tlie view that wdiile other 
uidustries pay interest on their capital from f> to b per cent., agrictilturist.s cannot expect 
to got money at such a low rate as 4J per cent. As against this argument 1 would say 
that 70 per cent, of the population of the Presidency depend on agriculture, and to save 
them from being ruined and to safeguard a large revenue of about 51 crores of the presi- 
demry, some means should be devised by the State to lend cheap and long-term loans to 
agiiculturists. There is another consideration w'hich should also weigh in giving facilities 
of cheap credits and it is this that the agriculturists pay to the State very heavy direct 
taxes as compared with tliose paid by other industries. 

Question 5. — Yes, 1 have got an estimate of indebtedness of every village in Bardoli 
and Ghorasi taivkufi of mv district (the figures were supplied to ( lovernment and to the 
Bardoli l^and Hevenne Knquiry Committee). It is nearly a crore of rupees for KH villages 
of Bardoli and Valod and about 55 lakhs for 70 villages of Chorasi. Tlie Pardi taluka 
\vhich is the poorest in the district, is indebb^l to the extent of about 50 lakhs. The 
accuracy can be had by going from village to village and obtaining fignr(^ from agricul- 
turists themselves, though it is sometimes difficult get accurate ligures. It is very 
difficult to distingiiish b(dAVCcn various kind.s of debts w ithout thorough and exhaustive 
enquiries. It is equally difficult to find out purposes f<»r which debts are incurred by 
agriculturists unless minut<^ and detailed enquiries arc instituted. But as far as 1 know 
the debts are generally incurred for carrying out agricultural operations, paying Govern- 
ment revenue and maintaining themselves if there be irisufficient profits of agriculture 
and also for customary s(xual expenses, the purchase of land and erection of houses. 

The debts are largely due to^ professional rnof\eV'lendors and to some ext^uit to 
co-oj>erative credit societies and to some well-to-(l(> agriculturists. The rate of interest 
charged is from 6 to 18 j)er cent. (V)inponrid interest is calculated. 

Here 1 may mention that there is a practice in vogue among most tit the professional 
money-lenders iji tliis district, ant! i lielievt' in other districts also, of deducting 5 to 5 
pew cent, discount commonly known as valav from the loans advanced hy them. It is 
also fount! in st)mo instances tliat the professitnial mont‘y-lenderH w hife advancing loans 
lix the jxritxl for repaynumt, and if the iKirrowtus fail to repay Avithin tht^ fixed period, 
they make up fresh accounts by atlding the amtnint of (iiscount vatar again at the rate 
of 5 to 5 per cent, and in stnne castes more, over anti aliove the disi ount they hatl received 
at the time of aetually advancing the original loans. TJiis procetlure is rept^aU^d even 
ill futurt' at ea> h new calculation whit h is made every one, two tir three yt ars, according 
to practit e in vogue. The rates t>f interest nnmtitmeti alKJvc are gtnierally ft>r agricul- 
turists ; but for stmie of the JalKiuring t las.st‘s and kaUparaj agriculturists, the rates will 
go up from 18 to 50 per cent. These rates are known as kahvJi ryaj. As for the meth(Kl 
of calculating interest, 1 may say that .some money-lenders will not even fail to miopt 
false and dishonest calculatioii and the illiterate and ignorant agriculturists are entirely 
at their mercy. As for enforcing the repayments of loans, some money-lenders receive 
crops in their possession w'hen they are ready, some have to take shelter of law and some 
drag on multiplying the amounts of loans. 
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I have stated in my replies to question 2 that some efficient farmers have been turned 
into tenants for a perwxl or tenants-at-will through the pmeess of enforcement or fore- 
closure of existing debts and thus landed properties have passed into the hands of money- 
lenders. In this connection, 1 might say that the ('reditors are not willing to take lands 
in their possession ; but when they find that debts are not otherwise recoverable, they 
would prefer to foreclose the transactions by taking the landed projjerties in possession 
invariably with the consent of debtors. In some easels where the creditors do not get 
even the interest and when the dfibtors are not agreeable to settle by mutual eonaent, 
they have to enforces legally the possession of landed property. ! am des^ nbing the 
conditions of my own distrit l, viz,y 8urat, whi< h is not generally liable to famine. 

It is quite natural that with tin* passing away of lands into the hands of money-lenders, 
the incentive to pro(lu<‘e mort‘ in an efficient manner goes away. The agricultural 
industry is not at all a paying eoru^ern and when the agriculturists know that they are 
indebtenl heavily and would I>e required to part with their lands woner or later to repay 
the loans, they would not exert as mu<‘h and try to im])rovc them. 

Apart from the (juestion of indebtedness, no business would give any incentive when 
it is run in loss. The heavy land revenue, rising lahfuir ( barges, th(^ adverst' exchange 
and currency polic y of the (lovemrncnt and other irjereased ex|H*nditure wcnild practically 
leave nothing or very little fc»r t hem even to live from hand mout h. 1 n fact the present 
day agriculturists are nothing more than hc'wers of wood and drawers of water. It must 
not be> forgotten that with the progress of civilization and w ith the introdin lion of new' 
amenities of life in the country, the standard of living even of an agricultural life has much 
risen without any corresponding iiuTcase in sources of income. This is also ore of the 
cauwH for taking away t he incentive from the farmers for pnxlucing more in an efficient 
manner. 1 know that s<icial customary exfx^nditure and the ex]x>nses of litigation 
have also played some part in bringing alxnjt such mist^rable condition of the agricnilturists. 
The remedy lies in increasing the yield and that can only be done by improving the land 
w hicdi n'quiri^H cheap and easy ert'dit facilities. 

Question ti. — I’liere are at presemt in luy distric t a numl)er of sulwidiai'y industries 
allied or supplemental to agriculture, ?r/ 2 r., rice, hour and oil milling, dairy farming, 
making garden prcxluee, cotton ginning, hand-spinning, weaving, tape and myx' and broom 
making, bamlKio matting, basket weaving, |H>ultry it'aring, etc*. But I do not think they 
are; run on a w ide scale and in an organised form. To my kncnvle^lge rice and flcnir milling 
has Ix*en recently introduced mo.stly at plac'es where rice is grown in a)>prcciable quanti- 
ties ; but I am not prepared to say that the industry of ric e milling, as it at present exists, 
is conducted by the growers tliemsclves. It has Is’en taken up by some w'ell-to-do culti- 
vators and other iriwlers, and it does not serve the purjK)se of 8U])plementing the inc'omo 
of grow'ers ; but by the establishment of such rice milling, some marketing fac ilities have 
been provided to the growers for their ric e crop, (lyr making is not an industry by itself ; 
but it is an allied process of sugar eultivatiou wdiieh is btung done by these farmers w'ho 
grow’ Hugarcanes. flanlen making is also resorted to by those cultivators w^ho have 
suitable lands for garden cix)ps with w'atering facilities. Recently some of the garden 
makers have taken up to rear Ixjst kinds of fruit trees, and are doing grafting business 
side by side. 8u<ffi garden making in the liegiuuing is a costly concern, though it 
ultimately does pay in the long run, and in the district like Surat where the holding per 
head is 80 small, this sort of intensive cultivation, growing vegetable and fruits, 
slxould be encoinraged. There again c omes the question of c'heap financing facilitieSv 

Jfr. B- i?. 
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The co-qpomtive banks and societies in this direction can to a great deal help agricnl- 
tunsts by advancing loans at cheap rates whenever required. Government should 
also try to improve irrigation facilities wherever possible. Practically most of the 
agriculturiste in this district maintain buffaloes and cows and make dairy farming 
indi\rLdualiy in order to supplement their income ; but looking to the conditions in 
which they are maintained, it is doubtful whether it is really a source of income as therti 
is not sufficient pasture land in this district and there is also found unnecessary wastage 
in maintaining unproductive milch cattle. 

Cotton ginneries in this district do exist ; but they are mostly run by the traders 
except those run by^ the co-operative societies. 

Poultry rearing is done only by the backward and hiliparaj agriculturists as well us 
labourers. 

Hand-spinning has been recently revived and found to be taken up by some individuals 
hero and there. 

Bamboo matting, basket weaving, and broom making are indnstrie.s done on 
a negligible sc ale not necessarily by agriculturists. They are generally run by the most 
backward class people. 

These industries can be encouraged by forming co-operative societ-ies and tinancing 
them according to their requirements. In the beginning they need to bo phiced on an 
organised and systematic footing in order to enable the agi-iculturist^^ to turn out the 
l>est produce and arrangements should also be made on co-operative basis for the disposal 
of outturn at the best prices available. 

Among the indnstrios, hand spinning and weaving are the industries Which can be easily 
taken up by all agriculturists in order to make the best use of their leisure and supplement 
their income, I understand, Japan has introduced hosiery making as one of the cottage 
industries and it is doing well there. 1 think that this experiment deserves to be tried 
in right earnest in this district also ; but before it is introduced, (iovernment should 
provide facilities for the efficient training required for the industries. Toy-making also 
deserves to be encouraged. The females of backward class agriculturists remain no doubt 
busy in doing household or iield work ; l>ut those of the advanced class agriculturists 
are practically doing no field work. Some of them in their leisure time do some other 
M'ork such as sewing, knitting, embroidery and hosiery work, but on a very small scale. 
The Government should open adult classes for grown up girls and Women to receive 
professional training in sewing, knitting, etc. If the women are thus trained up, they 
would natuarally take up the above-mentioned industries on a large scale to supplement 
the income of agriculturists. 

Question bA. — There are some industries such as cotton and silk cloth wt^aving, 
silver and gold thread weaving, sandalwood and ivory engraving, tinsel making, 
etc;,, done in the Surat city for several years past on a large scale. Even at present 
these industries are doing fairly w^ell in the city ; but the weaver classes are 
financially not in good condition, and these industries are not, therefore, thriving as much 
as they ought to. All these industries are owned almost by merchants ; but they are 
practically carried on by expert artbans, weavers and craftsmen who are employed by 
them on monthly or daily wages or piece work contract. The result b that the major 
part of the profit goes into the pockets of owners and the poor artbans and weavers have 
to be satbfied with labour charges. Moreover, these artisans and Weavers, poor as they 
are, have many a time to get advances from such merchants which are recovered with 
HO y 83 — 7 
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high rates of interest from the wages which are generally fixed lower than ordinary rates. 
It may also be mentioned here that most of the artisans and weavers are illiterate and 
addicted to drinking. This can he remedied if illiteracy be removed from them by 
propaganda work and also by opening night schools and classes for adult education. 

It is Well known that Surat city Was famous for its silk and golden thread weaving 
and also for sandal wood industries. A lot of articles of vSurat-make were being exported 
to other parts of India and also to other foreign countries. Kven to-day such articles 
are being exported U) other paits of India and also to foreign ( ountries like Mauritius, 
South Africa, Burma, Abyssinia, etc. If those weavers and hand-craftsmen are brought 
together, organised, financed and formed into co-operative associations for different 
industries both for sale and produce, all these industries are likely have better scope for 
advancement and improvement. While these indu.stries are found to be existing in 
Surat proper, they are not found in rural areas except khaddur weaving here and there. 
It is admitted on all hands that agriculturists have sufTicient leisure and that in the 
absence of home or (U)ttage ind\istries, they are not in a position to supplement their 
income. It is, therefore, necessary that the weaving industry l)y hand looms should be 
encouraged as much as j>ossible in the rural area. There is plenty of raw matoials 
available ; but it is the propaganda, organisation and finance whic h are required. In 
this direction Government ought to have taken an initiative ; but it is regrettable that 
they have practices lly done nothing. Strong efforts should, t hercf(m% be made to revive 
these industries. 

Question 7,— -As far as 1 know there is not miicdi close relation between the co-oper- 
ative credit bank and ot her hanks of the district , '('here is practically no c ompetition 
between co-operative banks and other hanks. 

In my opinion the ('o-operative Movement in my district has been iio cion hi jn'ogressing 
satisfactorily ; but it has not succeeded in meeting the linaiu ial neM'ds of agricuiturists, 
small traders and industrials, nor in my opinion will it succeed in future under the i^rescnt 
rules, regulations, bye-laws and the working system. 'Ihe first principle of the credit 
system should be that tlio borrow^er should get credit whenever he wants and the amount 
he Wants. Both these conditions cannot l)e fullilletl under the present co-operative 
rules. The third principal condition should bo to look to the (Capacity of the borrower 
for repayments of his debts. This condition also cannot be fultilled under the existing 
co-operative system ; and therefore, the agriculturists prefer to go to money-lenders bv 
paying even a higher rate of interest to them. The agriculturist gets crt>dit whenever 
he wants and also the amount he wants on the condition that ho should repay his debts 
according to his capacity provided yearly interests are regularly paid and in bad years 
even yearly interest is not paid ; so the co-operative banks have not taken the place of 
village money-lenders and the latter are no doubt as yet playing a prominent part in the 
rural finance of the country. 

Another rt'ason why agriciiltuhsts pn fer money-lenders to the co-ojK'rative banks and 
societies is that they have to repay their loans to co-operative banks and societies generally 
within a specified time and that they are under the apprehension that in case they fail 
to do so under the^powers given by the €o-o|^erative Societies Act, their property will be 
immediately taken pt>ase88ion of by such banks and societies. On the other hand it is 
not the ease with an orti inary money-lender who has to take regular legal steps to recover 
his dues and this procedure will take considerable time. They also expect to get the 
advantage of the Dekkhan Agriculturists’ Relief A<‘t or of the court's favourable views. 
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The margiQ of aeciirity in advancing loans is kept much wider by the co-operative banks 
or societies than that by the professional money-lenders. Tlxe rates of interest charged by 
the co-operative societies which are Rs. 9 annas 6 and Rs. 10 annas 1»5 per cent, per 
annum are iu no way better than the moneydenders’ rates ; but in .^ome cases they are 
worse. This should be one of the principal c auses why a large surplus is being accumulateii 
in the District Co-ojic^rativc Bank of Surat: and the funds have to lx* invested in activities 
other than co-operative. One cannot, un<ier the circumstances, find much fault with 
those who assert that the co-operative societies are in no way better than the martmri 
money-lenders, and thus the object of the <‘o-opt*rative credit movement, namely, to help 
the agriculturists and otlu^r industries, cannot lx* said to have lx‘en atdiiovwi. l^he 
Co-operative Movement c^an lx* made capable of tinaiu'ing the agricultural needs if the 
present control of the Ik'jiari nient is relaxed, the rules, regulations, and bye-laws ai-e 
made elastic, and the* rates of intere t are lowered ; for instances say an agriculturist 
requires Rs. 1,000 for purchasing a pair of bullocks and for some agricultural opfirations 
and if he can get only Rs. 7r)() from the co-opc'rative bank or society, it will not serv# 
his purpose, IxHause lie has again to go to money-lenders for th(> remainmg sum of 
Rs. 250 whkd] the former will refuse him. Moreover, if an agriculturist were to go to a 
co-operative soc i(*ty or hank for his Ixurowings and if lie is indebted to a money-lender, 
t he latter will press for tlie recovery of his dues and also will not lx* inclined to lend any 
further amoimt as the* liability to tlie eo-o|x*rative banks, according to general Ix'lief, 
has the first charge on his projx^rty. As far as I know, the rural co-operative societies 
do not ad vance any loans to small traders aiid industrialists lx*(!au8e they are generally 
not the memlx'ps of tlie society. 

Question 8. — Yes. The l)c*kkhan Agri( ulturists* Relief Act has done more harm than 
good to the agri<;ullnri.sts in obtaining ilicir credit. It may be true that it miglit have 
lx*en intcuided to giva* relic-f to brma jide and needy agriculturists ; but on the contrary, 
the advantage has ixxin taken of by those who do notclest*rve it ; nor must it have been the « 
intentum of Legislature to give relief to sucli persons who rt'ally do not deserve it. Apart 
from this question, as 1 have said in my^ evidem e before* the Royal Agricidtural Commission 
in India, and also as 1 have stated in one of my sjx'cx hes on the amendment/ brought 
by an Honourable MemlxT of the Bombay Legislative Council to change the definition 
of an agriculturist and wliich I reiK'iat here that it has driven away the* money-lenders 
from villagers to towns and cities, and thus thc^ prompt facilities of the cTc*dit to agri- 
( ulturists have lKX*n rnirtailcxb It has, moreover, taken away the long-established 
personal crcxlit of an agriciilturi.st, and this, in my opinion, is the grt*aU*st disadvantage 
done to an agriculturist. It is a well-known fac t that Indian yx?asantry was considered 
so honest that even without a promissory note or .a khala, he usexi to borrow money from 
bis sov'car on his word ; and such Ixirrowod monies were repaid without any trouble 
or litigation. Those* who are acqiiainU*d with the rural life of the country know' that at 
the time of death of a man or a woman, the last w i.sh expressc'd by him or her to heirs 
was that his or her debt to a particmlar money-lender should lx* paid. Not to redeem 
debt wauS eonsidored to be a sin, and a<x ording to lx*lief that if it was not paid during 
this life, it sliould have to lx repaid in the next life. In a country where su<‘h a high 
standard of morality in respex t of rcpaymient of debts existed, and where without any 
chit, an agriculturist used to Ixrrow^ money, he c annot do so to-day even against the 
security, and that is to a great extent due to the Dekkhan Agriculturists’ Relief Act. 

It has taught dishonesty both to some of the money-lenders and borrowers. B<*fore the 
operation of this Act, mortgages of properties, with or without possession, were passed 
in security for substantially bigger amounts of borrowing and the borrowers had the 
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opportunity to get back their properties evx-n after sixty years. At present on aceoimt 
of the Dekkhan Agriculturists* Relief Act, the money-lenders get out-and-out sale deeds 
of properties passed in their favour against loans advanced, with a condition which is 
generally oral to reconvey the properties when loans are paid up, and such properties 
are either given to the original holders or others on rent. As a matter of fa<’t the rents 
represent interest, but if the bom)wor8 fail to repay the loans the possession of the 
property is l)eing taken away by the money-lenders ; and in this way instead of giving 
relief to the peasantry, their lauds pau^s off into the hands of mnne> -lenders. The principal 
maxim for cheap and prompt credit should Ik? that there should Ik* no legal restriction on 
it. I would, therefore, suggest a ra<Jical change in the amendment of the Dekkhan Agri- 
culturist’s Relief Act, if not its total h< ratehing off from the statute lK)ok. If it has given 
some relief to b(ma fide agric ulturists, it was not without incurring the cost of litigation. 
On account of the Dekkhan Agriculturists’ Relief Act, as 1 liavc said, the personal credit 
of the agric ulturist has gone dovTi, and with ran? exceptions, however honest an 
agriculturist may l>e, he will not l)e able to raise Icjans w ilhout executuig a sale deed 
in favour of a sowcar. This has also indirectly increased the liabilities of stamps and 
registration fees. So the relief given on one hand is taken awaj^ on the other. I know 
several respectable money-lenders have migrated from villages to towns and ai*e not 
inclined to do any money-lending business with the agric ulturists but pi-efer to invest 
their capital in some other trade. I’hese money-lenders in villages used to serve the 
purpose of a bank in the rural life of the country, and unless organised credit facilities 
are established on a very large an‘a, the village money-lenders will remain the ess^miial 
factor in the country. 

As far as T know, there is no Usurious l.#oan8’ Act except the Dekkhan Agriculturists* 
Relief Act in this district, 1 am not in favour of miroduc^mg measures wliieh restrict 
the credit facilities of agriculturists. It depreciates the value of land. In my opinion 
• such measures are bound to react in the long run to the disadvantage of the borrowers. 
The money-lenders, shrewd and careful as they are, wdil always try to devise some means 
to evade the provisions of such Act and the object of such measures will be defeated. 

I Would, on the othei hand, recommend the extension of c heap and easy credit fac ilities 
to the agriculturists, and if that be done, the usurious money- lenders will automatically 
disappear. 

.SECTION U. 

Questions 1 and 2. — The indigenous bankers, in whom I include the village money- 
lenders, generally advance money to the agriculturistfl and also rec^eive deposits from 
them. In towns and cities they also do the hundi business and some of them carry on 
shares and stock business. Some of them are commission agents also for the purchase 
and sale of agricultural and industrial product. As for financing agricultural industry, 

I have said somewhere above that the money-lenders play an important part in financing 
agriculture in the rural area, 1, therefore, do not Want to repeat here all w'hat I have said 
above ; but to sum up, I would say that some of the indigenous bankers residing in cities 
and towns do money-lending business directly With some of the agriculturists and 
indirectly help the agriculturists by advancing money to village money-lenders. 

Question 3. — The organisation of indigenous banking in my district is primitive, ♦.e., 
it is going on according to Indian custoius, usages and traditions from a very long time. 
It is difficult to ascertain the exact capital invested, nor can. the value of their business 
bo ascertained without full and thorough inquiry. Suffice it to say that the indigenous 
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banking oontributets the major share of business taking all the ^tors into considiemtiou. 
Their expenses arei no doubt, much less thmi that of the joint stock banks. 

There is some relation existing among the indigenous bankers and banking, but they 
are not systematised on definite lines. Each of them is at liberty to follow* his owm method 
of business. 

As far as I know, the indigenous bankers are not viewed w'ith sympathy by the Imperial 
Bank of India. In the exceptional cases some indigenous bankers, residing in the city 
proper, might be getting some credit on sound stK'urities and on hundii* endorsed by 
substantial parties ; but on the whole the facilities given to the indigenous bankers by 
the Imperial Bank are altogether negligible. Among the joint stock banks there is a 
branch of the Bank of Baroda which does the work of receiving deposits but hardly that 
of lending. The District Co-operative Bank, as far as 1 knowr, does not finance ijidigenous 
bankers. 

Question 4. — Tlie hundij^^ havahtfi and credit notes are used to ati appreciable 
extent among the indigoiioiis bankers for the money transactions. The samples 
are all in vernacular script, the cepicis whereof are attfu hed herew ith. Some use cheques 
also. 

Question 5. — The indigenous bankers grant loans on personal secnrilies and on the 
securities of properties. 

There are no hard and fast rules about the tern\s <)f loans advaiu'(‘d to agriculturists, 
if the interOvSt is regularly paid. 

The indigenous bankers provide them wdth funds by their own capital and deposits, 
and also at times by borrowing. The ratos of interest allowed by them on deposits vary 
from 3 to 0 per cent. 

Qt^estion 0. — It is not the general practice with the indigenous bankera to insist on 
advances being dniwn in the shape of commodities purcliascHl through them or repaid 
in goods through their agencies except in a very few cases. 

The rates of interest the agricultural class ha.s to ])ay the indigenous bankers vary 
from 9 to 18 per cent, plus vatav at the time of advancing loans, I suggest that by 
introducing instruments and measures for providing clieap loans t)n easy terms, the 
present rates of interest charged by indigenous bankers will go dowux. 

The reduction in the rate of interest will confer a great benefit on the agrii ultural 
community and w ill also increase their resources to a certain extent. But 1 must make 
it clear here that as long as provisions are not made to wipe off the existing debts, the 
reduction in the rato of interest for temporary loans will not (confer any appreciable 
advantage on them. There is no question of raising the standard of living of the agri- 
culturists. It would be too much to expect from the agricultural industry as conducted 
at present that even by the reduction in rates of interest, the standard of living will 
materially improve ; but in the long run it will. In the meantime, it will help them in 
making both ends meet and to pay from the savings, if any, towards the payment of 
existing debts. This result would be no doubt beneficial to the agriculturists and the 
State also. These agriculturists who are out of debts will he benefited by reduction in 
the rate of interest as they will utilise more funds after the improvement of land. 

The net return to the indigenous banks and ^j^nkers on their capital after makbig 
allowance for the legal expenses, management charges, etc., will be in my opinion 9 to 
12 per cent. 
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Question 7, — Generally speaking, there is not much prejudice against the indigenous 
bankets as they are indispensible in the present state of credit facilities. They are 
generally protected in the law ; but owing to the Dekkhan Agriculturiste’ Relief Act they 
are put to sometimes necessary and very often unnecessary harasaments by the courts 
and suits are long protracted. I can understand if such harassments are meted out to 
those who do not keep proper accounts as well as w'hose dealings are not straightforv ard, 
but very often honest money-lenders, having bona fide and honest transactions, are also 
put to this sort of troubles. 

Even after getting the decrees and attaching the land they cannot sell it without the 
permission of the Collector, and in some cases even the Collector declines to allows auction 
of such lands to be held. When the money-lenders have to go to courts for the recovery of 
loans, they have to undergo a long and expensive process of litigation and even after they 
have passed through all the processes they do not sometimes get the full dues and in case 
of an agriculturist he gets his dues by instalments. I have no sympathy for money- 
lenders who are charging exorbitant raU’JS of interest and rata,v and not keeping correct 
and honest accounts ; but the long and expensive process of litigation and the system 
of instalments without considering the merits of transat tions are suihciont to discourage 
the money-lending business. These bankers have their own principles according to which 
they carry on their business. As they are thoroughly acquainted with local conditions, 
their business is generally conducted on sound lines. 

The agriculturis(/8 do not keep any accounts of their transactions with their money 
lenders, and when their accoimts are made after a lapse of some years, it is not possible 
for them to know the items they had paid against their accounts. So this system is open 
to dishonesty. If the money-lenders w'ore to prepare the accounts of their outstandings 
every 3, (i or 12 months and supply the iK^counts in writing to the debtors, there would be 
some check on the intentional and unintentional misUikes committed in the adjustment 
of accounts. In some foreign countries it is customary to render accounts every month 
to the clients. It is true that in view of the illiteracy of the agriculturists it will take 
sometime before the existing defects are completely removed. 1 would also suggest that 
the pucca bound books with every page numbered and initialled by an officer empow^cred 
by (government, sliould be used by indigenous bankers dealing in money-lending with 
agriculturiatfi and such books should bo recognised by law' courts. 1 know of a country 
where this system is in vogue. 1 also know that the introduction of this system will be 
greatly resented by the money-lenders and the facilities for credits wdll be ’greatly 
hami>ered. Such measures can only, therefore, be adopted by taking the indigenous 
bankers into confidence. 

Qubstion 8 . — The indigenous banking can be made more useful and extensive by 
making provisions for co-ordination of indigenous bankers with the Imperial Bank of 
India and other banks so that these money-lenders can get credit at cheaper rates of 
interest. The system of account keeping is in the vernacular of the district and some of 
the indigenous bankers, to my knowledge, are no doubt keeping accurate and complete 
accounts ; but I am doubtful whether it is so in case of some of the village money-lenders 
who chiefly deal ,.with the agriculturists, I think the money-lenders generally do 
not object to inspection and verification of accounts only by the customers concerned ; 
but the agriculturists themselves, as far as I know, do not care to look into their 
accounts. ^ 
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I do not iliink the introduction of Any meAsuree for regulating the operations of the 
indigenous bankers and giving publicity will be relished by them. In the present state 
of the country, where the object is to devise means for facilities and for cheap credits, 
it would not be advisable to enforce any measures against the will of the indigenous 
bankers. 

Question 9. — The indigenous bankers are someiimt^s obliged to refuse acoommo- 
dations either on account of the insufficiency of the working capital or the unacceptable 
nature of security or unacceptable terms. Some money-lenders, as I have stated above, 
stopped money-lcmdiiig business on account of the operation of the Dekklian Agricul- 
turists’ Relief Act and the long troublesome process of litigation. 

Question 10. — The indigenous banking system can be profitably linked with the local 
banks rather than with the central provincial banks as the financial position, the working 
capital, the stability and the requirements of the indigenous bankers are bettor knoum to 
the directors of the local banks and they can understand one another well. The competi- 
tion of indigenous bankers with other hanks need not be feared as there is no likelihood 
of such competition in near future. However, in a country like this, conqietition in 
lending money on sound basis will be an advantage to the agriculturists. Moreover, it 
would not be possible for many years to come to have the net work of co-operative 
agricultural or land mortgage hanks and other jennt sto<“k banks and the necessity of the 
indigenous bankers is sure to he felt. If these indigenous bankers have sufficient 
borrowing facilities, they v'ill be, with the local knowledge, in a better position to 
finance agriculture. Again, it will be some f iir.e before the agriculturists acquire 
conlidenco in joint stock and cooperative bank for depositing tluur savings. 

Qukstion 11. — T do not think that a large amount of money in the district in 
the hands of indigenous bankers does not find employment ; but during the slack 
season, I know some funds of the indigenous Vmnkors are invested in stocks and 
shares and are depo.sited for short periods with some banks in Bombay as the local 
l>anks are not in a position to pay higher rates of interest than those of Bombay. 
Those surplus funds during the season can be absorbed, if induKtries in the district are 
revived and expanded. 

SECTION ill. 

Question 1. — The village, town and city indigenouH hankers — small and big — 
the Imperial Bank of India, the Bank of Baroda, the District Co-ojM^rative Bank, the 
urban co-operativo banks and the co-operative credit societies are the banking 
re^sources existing in this district. 

In addition to the banks and indigenous bankers and socueties, the postal cash 
certificates and the post office savings banks are the means and institutions to encourage 
savings and investment habits. 

There are no provident fund societies in the district as far as I know. The insurance 
tomyianies have not as yet played any important |)art in the rural areas. The 
insurance facilities are not taken advantage of in the rural areas partly because the rural 
population have no regular and sufficient sources of income to pay premia and partly 
because they do not understand the real advantages of insurance. 

Some orthodox people bold sentimental prejudices also against life assurance. To a 
peasantry, so poor and backward, the insurance for both human life and cattle and also 
the provident fund societies are no doubt a boon, and if means be devised to induce the 
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peaerantry to take advantage of both of them, it would be a great service done to the 
rural poblic. It has often been urged that the development of agriculture and other 
industries is hampered for lack of funds. A survey of the annual returns of insuranoe 
companies, both Indian and non-Indian, shows that they have huge resources to meet our 
requirements in ample measures, inasmuch as crores of rupees are drained away every 
year by foreign companies in sljape of premia and crores of rupees are collected by 
indigenous insurance companies year after year. I have said above that the land 
mortgage or the agricultural banks should be started for the redemption of agricultural 
indebtedruws and also for the uplift, of the rural industries. Here we find the huge 
resources Wherefrom Huffuiieiit funds can be obtained at cheaper rates to finance such 
schemes, if legislation be made for insurance companies to invest the part, if not whole 
of their funds, in the directions suggested. We find in the United States that the 
insurance companies there have been playing a very prominent part in financing national 
industries and they have proved a great sm cess. Many of the countries too arc gradually 
modifying their invtisiment tendencies. 

The existence of co-opern,tive banks and societies has given some idea of the banking 
habits. In tlie urban area, it can bo said that the public have got sufficient facilities to 
invest their savings ; but in the rural area, where there is hardly any saving, it is im- 
material whether the existing fa< ilitie8 are improved or extended. Moreover, the interior 
public will get facilities for invcHtnieut M ith the expansion of co-operative societies and 
insurance agencies. 

Those who do not earn interest on deposits generally in ve.st their money in loans, in 
(iovernment papers and joint stock shares. They also invest their money on buildings 
and earn by way of rents, while in tlie rural area, I have said, there is hardly any saving 
and those agriculturist/S who have some savings, would prefer to invest their savings in 
purehasing land and ornaments and also in lending money to fellow agriculturists on 
interest. Some of them will also try to make some improvements on land by way of 
digging wells, making gardens, etc., to erect houses and meet some social needs. 

The suggestion that can be made is U) create land improvement trusts for housing 
schemes and general development of agriculture and subsidiary industries. If such 
schemes are undertaken, persons unwilling to earn interest on deposits might be induced 
to invest in them. In the urban area, as far as I know, a great deal of floating capital 
is invested in (Government papers, shares <.)f joint sto<‘k companies and also in industries ; 
hut the agricultural industry, which is the mainstay of the country, has not rec^eived the 
attention of the urban population as it ^leserves. The reason for it is obvious that the 
return from agricultural industry is much smaller than that from other investments. 

It is a fallacy to say that there is a great deal of hoarded wealth in India. So far as this 
district is concerned, 1 know there is no hoarded wealth. It is, however, customary that 
at the time of marriage, people do go in for some gold and silver ornaments. As for the 
agriculturists, if they have got any saving, they have some charm for land, and in pur- 
chasing land they do not take into consideration what percentage of interest it would 
yield. Agriculture being the mainstay of the country, it is quite natural that they should 
have so much chaj^m for land, and they also consider, rightly or wrongly, land as the 
safest investment. I understand that postal cash certificates have grown popular in 
cities and towns, and they go in for them. I do not think the rate of interest needs to be 
revised. In rural area the cash certificates have not gained much popularity or b^pm^ 
attractive. 


jtfr, JEf. R. NaiL 
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Question 2.— The savings bank accounts opened by the joint st^wk and co-oj>erative 
credit banks afford greater facilities than those afforded by the post office savings banks 
and the savings banks of the Imperial Bank of India. As regards post office savings 
hanks and the savings banks of the I mperial Bank of India, I must say that one has to 
undergo a very tedious and long procu^ss before he cun dopt)sit his savings or make with- 
drawals. Moreover, generally the transactions are carried on in English, and people not 
conversant with the English language find it a great hardship specially at the time of 
withdrawals and they, therefore, arc not inclined to go to such institutions for their 
<leposits. 

I'ho potty (lovernment and private servants, some (^f the middle class men and those 
living on wages generally take advantage of the saviiigs banks. Other classes 
< an probably In* attracted to the savings hanks by raising the interest . I think there is 
something to he said regarding the alU^ge*! <-ompetition of (lovcrnment hanking 

institutions an<l liaukers in regar<l to depj^sits by their attractive rates on postal cash 
ctTlificatcs and treasury bills. My personal view ii» the matter is that iJovornmciit 
should not give higher rates of interest than those j>aid by the substantial banks, it is 
ti’ue that in order to maintain the exchange rales and for some other causes ( lovernment 
has to go to the pal>lic for raising fuuds at rates slightly higher than prevailing rates and 
thus attract large d(‘])osit8 in one form or th<^ other. It is the recognised maxim of trade 
that if any indtislry is to be .suce(\ssf iilly developwi, it must })ave the facility of cheap 
tinauce. This maxim applies with a greater force in India where its ])remier industry, vis., 
iigriculture, is in a ruinous condition. Moreover all other industries in tlie country are 
in the slate of infancy, and for their rapid and lu'alth v development cheap capital on 
easy terms is one of llu* essential fa<*tors. India is a country where plenty of raw 
material is available, and if these raw materials are utilised by start iug new industries. 
ch(mp capita] on easy will far esstuitia l, 'Therefore, in my opinion, the higher rates 

of interest f)aid by tlovornment ull iinatidv'. rellect on the money market of iiie 
country and a<lverse]y stfec t th<‘ agricullura.1 as well as other industries of the 
cotintry. 

Qfn^STioN 3, — Tlie <‘xisting facilities for tlu* jjui'cliase and sale of (iJovernment securities 
are the branches of the Imperial Bank of India., other banking nistitut ions and some of the 
brokers and indigeiiotis bankers. As regards special facilithis to be granted t-o small 
a,grieulturists and small investors to takt* u]) some form of (lovernmenl securities, 1 am 
of opinion, as I have stated on several tx-casions above, that the agriculturists having 
had hardly' au.v savings would not need sie h fa.cilitkss and as such special facilitif>« would 
not be of any material use in attracting capital from the rural population. As far as 
I know, the agriculturists, as soon a.s tiuy ret eive monies by the sale of their produce, 
utilise them in clearing tip their accounts with the money-lenders who advance them 
money on short term for agricultural operations and (iovernment dues, and also with 
other petty mercjhants wdio supply theni with food grairrs, cloth and other household 
goods on credit throughout the year, and then if there be any surplus, they will pay 
interest on tlieir debts. This can bo done in uorinal years, but in bad y^eara they have 
always a deficit. 

Thus they^ carry on paying the plirt or whole of tiioir temporary debts and incurring 
new debts for new needs and re(|uiremenls. It is only in a very few cases that they pay 
anything towards their debts incurred on long term for social and other requirements ; 
but in most of the cases it has been found that they hardly make both ends meet. With 
the accumulation of interest on long-term loans and the accounts carried year after year 
MO y 8:t -H 
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the iadebtednefift irioreawes <iay by day. Tlioso agricwlturistn who get foreign money, and 
if they have no dcbt^, would generally go in for purchtising land« and constructing houses. 
But if they do not do thin, they either deposit their money with their or lend 

ntoney on interest to their fellow' agriculturlHts. 

As for artisans and industrialista, 1 may say that they generally pay tow'ards their del>ts 
incurred for purchaHing raw materials. As 1 iiave stated above, those farmers who lutvo 
got surplus money, and these are very few in number, do lend money to their fellow 
agriculturists either on personal seeuritios or on securities of landed pro])erty. The rates 
interest srid terms are c heaper ajid easier than those of professional money-lenders. 
Tlu* rates generally vary from Tv to 1) per cent, among th(‘ advanced class agriculturists, 
and in tlie case of backw'ard an<l laliparaj agriculturists they vary from 1) to 18 per cent. 
In a prosperous year, tlmy pur< base land and ornaments, if ne^a^ssary, aii<l eojistruct 
htmses or make im pro v omen ts on binds. 

Question 4.-~~The cheque hal)it is no doubt growing steadily on account of the (‘o-opera- 
l ive Movement. The abolitioti of stamp fluty will tio doubt greatly popularise the use of 
cheques. 4^he cdiequos are used by all classes of people who ha ve banking accounts, and 
if the vemacnhir s('ript is recognised and introduced for drawing cluMiues, it will be more 
popular, more part icularly in rural areas where English language is not known. I atn in 
favour of making payments to servants f>f (lovenummt sud stnni ( Jovernment institutions 
by ehoquos. 

Question 5.~ Jt wull bo admitted that the banking a.nd investment habit can be said 
to be of very slow grow'th and t he causes are obvious. The rural ])opulation did not know' 
till recently anything alxnit the l>anking busim'ss. No attempts were made in tlie ])a.st 
either by ( Jovernment or [u ivate agem it\s to establish l)anUs in the nirai area., in the terms 
of what w’c (uill banking institutions. The village mouey-leuder is a. baaiker there to 
a great e.vtent. 

With the opening of the urban co-operative banks the j)eo])]o have come to realise the 
advantagt* and utility of l>anking institutions. Tlu^ urlcan j)opuIaiion migld, have got 
the advantage of the branches of the Imperial Bank of India as regards inter-remit taiice, 
transmission of moru'y and some credit, ; but I cannot say tliat tliey have done any sub- 
stantial advantage to the rural j)opulation, I would .suggest that there should be- a 
banking institution for a group of villages with the head ollice in the central town, if llie 
advantages of tin* hanking institutions are to be brought home to the agriculturists. 
The course will also to my mind encourage investment hal)it among agriculturists. 

I’he people can ho eflucated as to their investment in productive industries V)y the 
circulation of pain ph lots among all classes of people. 


Mr, B* B* Nafh 
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SAMPLE OF THE HUNDI, 

Ml MwHRlM Ml Mis^ ^ai. 

€. ^?rt "iW-H «{l. m. 

-li oyHs^d'i; (<^(^>1^) 'vri 3>iMMl 5 i-'>-hi 

mrMI ^l. 

?rMHi 

Ml '1^1*^ ■’^'.'1 !|'il M(|i=^Hl ^SctMl -ll>l 

3i?i ii-*{ ^inw' 54 vJ =aii^ i<l (t’/lMi =fl<i-ii 
Mist SHi ^’q-l 'lir/M-ll 

d 'ai< 

•^l. 

^Pwi Mi^?ltMl "iliiili M-^l '3M'< Sil^r'Hl'M cavj s>ilH'ai''Hi 


SAMPLE OF CREDIT NOTE. 




'll. 

-ill. 


c-Il. .>11. 



^iiM . 'ai'ai ^^ivj 

SI- 


Ml ^i. 'M'<^ (MUt -"amri;) 

s^H'-KPa ‘'nin SMi^l 





ii 

?.i. 



(k) 

SAMPLE OF THE KHATA. 

i ^i(i‘ y'H'n 

^ 



'll 


'i 'Hl^ fll. 


'll ^IV rl5lf. Xliil 


SH'*'! 


c-flHi n V-li 

y'i.l. ?i. 



STAMl’. 


31R 

SMI ■'^1'3' 


SAMPLE OF KHATA. 

4 Mlil 2Hl'^y' vS. 


0/ 


■§ 

«■. 'll 

^ '•-115 fti. 

'll ^l-^ '151?. ^liil 

3,1. 

«{lm n rt>ll <r.-HlX ’*11511 fHl^ 
a^si;. SHMI^I ^'l Ml%l f.5, 
« ’Ml'il 'll <5HI(V ^I8l 

a^lNm yiCl. f.l. 


STAMP. 


Mr 11. K. A'aii 




SAMPLE OF PROMISSORY NOTES. 


SXJIUT : 

Rs. 

On (leniantl 1 promise to pay to Mr. 
or order the sum of rupees bearing the interest at the rate 

of per cent, per annum for Value received. 





Oral Evidence. 


(K»7L^ 77k- i'hn\nnnn : Kao Bahadur Naik, you arc Km* I’rosidoiit, Difstriv t lA>Cttl 

Board, Sural ? -Yes. 

fi07Ih Arul you are a ineiuher of the Iiulian ( 'eiilral ( V)ttoji (’oiniuitiee ? — Yes. 

(M)74. You are also a hig laudholdor ? — Yes, I }iave some lands. 

G07o. How mueh asHessrneut d'» you |*ay -I am jiaying about Ks. .S(M). 

(>071). Do you ( ultivate these lands ytmr.self V I was cultivating them iH^forC*, hut not 
now. I keep somo lands for animals to gra/e. 

h077. Do you lease your lands ? Ye.s. I am also a meinl»er of lln* Divisional Board 
of Agriculture, (iujerat, and \’i< e Cliairman (d the. Surat District ('o-o))erat iv e jnstituU\ 

t)07S. Although you l(‘as(! your lands to others, do vou go in for land impioveuient 
.si'liomes on your uw'n lands Yes, I go in for manuring. 

h071». But jjot for ])ermauent improvements ? — No. 

()t»80. Do you not go iu lor improvements like levelling and handing ? — M\ lam) lias 
hoen levelled ; and tlien? is bunding. I do the <lra inage. 

(i()8l. Do you think that there is scope for undertaking land impro\emc:il sclienies 
in this ilistrict V-— Yes. 

(»dS2. In wliicJi talukas ? I think in all talidca'^ there is .sc()[)o for umU'itakiiig land 
i mprovemont sehemes. Some sort of improvement can be done, 

dd8It. But v^'hat is being done is now very little */ — Yes. 

(i0S4. Why is tliis so V -I think there are tinancial <iiilicu)ties in their way. 

(ittSd, Do not peo}>lo get huin.s ? — No. 

(itkSt). j)o they not apply for htccari V — But tlie terin.s iirc unsuitable for culti\ .liors, 
Govorumont profe.ss to say that Uiev advance /r/crur/, but they are not doing it. 

(iU87. You are a\^'are that the rate of iutevcst charged ou taccavl at })resoDt is }>or 
cent. ?— Y*os. 

8088, Do you think t hat people t^'ould take loans for land impro^ oinoul at this rate / — 
People would take loiius at present at this rate in the absence of any other .source and 
<'hoaper facility of ( redit. 

()089. Gan you suggOvSt. any other source through w hich hvans can lie had at a < he;».per 
rate ?— The agricultural banks can give loans at a cheajjer rate. 

8090. Should they provide long-term loans ? — \ es. 

(»091. What would usually be the period of repayment of such ](%'i.n.s ? - 1 would lix 
40 years — an annual instalment of 2J per cent, plus interest. 

Of <‘ourse, the term will depend upon the natuie of tlie imj»rc>vemenl, is this 
not Yes and also the amount. 

6(.hKk Would you require forty years' period for .small land ini])ro\ cment schemes 
costing, say, about Its, 5<K» or Rs. 1,000 ?--For any capital exjienditure 1 would always 
go in for instalments of 2| per cent, plus mtere.st. 

0094. About long-term loans, you arc of opinion that vory little ( an be done’ in this 
direction unless agriculturist's redeem their debts. Bupposing their debts are redeemed 
to-morrow* and thiiigs continue as they are, are you not afraid that after about 10 years 

Mr. B. M. NaiL 



63 


they would agaiB plunge iji to debt ? — I do not think ho in the majority of l)eeaufie 
there is a general awakening in all direc tions in the eountiy ; and. With the redemption 
of debts, if soc ial serv ieo is eoming, the j)eople will have a greater ineentive to do more 
Work and to produce more. At present they have not this incentive. 'Fhey know now 
that if tlioy produce more, everything will go into tl»e hands of mirrarM. They' would 
not do more work for the sake of others. Moreover, their pro|>e! ty having boon mortgaged 
with ugrii iilttiral banks, they Would not get credit ebewhert'. 

tibftd. I'lwit is tru(‘ but there is a certain jHn’eetJtiige (»f people* who w'^ould 
show enterprist' Y -Yes. Hut that happens even now, if I take you to a particular 
villasK', you will lind from the nature <»f the tleld that the man is out of debt. 

titttU). h'i’(Hi(lom from (kd)t dot?s produce a moral effect V — Yes. 

Do you tliink that if they begin w ith a elean slate now, a majority of them 
w'ould have a clean slate ten years lunue V — I think so. When yon want to redeem this 
d(*b(, the period of repayment must he Htl to 4b years and during that period they will 
ri<jt 1)(‘ ahl(^ to incur further debt. 

tiOttS. All' \'ou sure that during those teu years tln^y wilt iiot plunge it)to grmter 
debt V i a»n sure that tb(*y will not plunge into grea,t(*r d(d>t . 

tiObb. Soirunvhere in your statement you say that they cannot even manage to pay 
inter(\st ajul their ind(d)le<lnes.s is increasing. How would you ho able to redcHun their 
d«0)t, if their inc‘oim‘ is not sutlicient to pay' even int<u«'st (‘very year Y - In cases w'bich 
w(‘ lind <|ujt(> hopeless I say that even after redecniing tlnnr (hd>t, those people are not 
going I o come out succt^ssful. in my di.strh't at least you w ill lind 7b per c(jnt . of tlu^ 
i'.gricull iirists w ho, if ludped, will come out successful. 

bibb. Are the remaining per cent, insolvent Y- It may he so. My suggestion is 
that tlujst! w lio are insolvent also can be made solvcMit. Suppose 1 have got Ui ))rt)porty, 
my assets aro Ks, .7,000 and my indcshtedness is about Its. 7.000. 1 never a,dvocate that 

s}ioul<l l>e paid Ks. 7, OIK), d'he soavur will 1)0 glad to accept Its. *{,700 when h<‘ 
will lind that it is hopeless for him to recover all his amounts. I think, if yon will give 
that man also an impetus, ho will (‘otne out .successful after a long time. 

tilo). fn your wTittmi evidence you say ; " iiie rate of interest in tlu' Surat d istriet 
range's from t» to 18 per c<’)nt. ; hut t}»e average'! rate would he hidwaa'n b and 12 ])er cent/’ 
Are there miiny people wi»o get loans at 0 per cent. Y (lood agriculturists get loan.s 
at 0 per cent, I do not think that there are m.any such people who g(i loans at (i 
per C(mt. in proportion to the whole population. 

6102. Wiiat would be the rate of interest for an average landholder having ahout 20 
or 25 acres of land Y — The rate of interest would be 0 per cent. 

6103. Would thiM be on personal seenrity Y Very few' of them get on ])ersonal 
security. Many of them get loans on mortgage of their lands. 

(■)104. i'here are a number of agriculturist money-lenders, aro there not Y~ Yes, there 
are. 

6105. What rate of interest do they charge Y — The advanced class of agriculturist 
money-lenders charge 6 to 7^ per cent, interest. 

6106. Are they more liberal than the ordinary’ money-lenders Y- — Yes. 

6107. Do they want to grab the lands Y — No. 1 never said that money-lenders ever 
wanted to grab the land. 
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An ordinary moneydendw does not want the land but he wants his money 
bacjt, whereas it is said t hat an agrievilturisi money-lender wants the land ? — That is 
not the ease here. 

tilOO. Yon have given us an CHtimato of about Hs, 15 pctr acre as the total expense 
of iiiltivation ^ — This is iny cah-ulatton. From Juno to January Ks. 15 are required. 

1 have given a fhvt rate, 

01 10. Yon have not worked out the rate for diflforent crops ? — 1 have calculated that. 

01 f 1 . Mr. V. L. Mehta : Have the tigure.s for Hardoii been accejjted by t}»e Broom- 
field (Committee. ? 'Phey have not contradicted them also. 

Ol lii. 7'Ac Cha irm.fi N : You say : '^I'he present defects can be remedied by removing 
illiteracy .aniongst the agriculturists and by providing money-lending facilities at a 
cheap rate of interest on reasonable terms.’' Have you any detinito suggestions to make 
as regiirds tliis V My KUggt»stion is this that for the retleeming of the existing debts the 
raU* of interest sliouUi not exceed 4| to 5 |»er cent. 

0113. How is tins pjovision to he carried out ? — You can start land mortgage banks 
or agricultural banks. It is ftu the experts to <-aiTy o\it the Hiigge.stion. 

01 14. I only wante<l to know whether it should be worked out by a co-openative agency 
or l)y indigenous l)ankers or by t Jovernineiit. You want a land mortgage bank so far 
as debt rede rujd Ion is concerned ?- — Yes. 

0115. Who will finance their <‘urreiil agricultural needs ? -- ( 'o-r)peratlve hanks can 
finance them. 

01 JO. It appwnH from your written evideme that for hnllparaj people the rate of 
interest on loans is higlier ‘i’— -Yes. 

0117. Wliat are the rates ? — It goes from IH to 5(1 per cent. Wh<‘n I say 50 per cent., 
very few may l>e borrowing at this raU^. 

01 LS. I’hat is an extraordinary rate. Are you referring only b) the interest on the 
loaTi 't 3’lu' Interest and other ways. The money -lenders have other ways of making 
profit. 

01 10. 'I’hat Would be additional N<». 'Phis is included in thi.s 50 per cent. 

0l::i0. You arc spe.akiug about marketing. I expe< t, you, as a member of the Indian 
('oitral Fotlon ('ommittec, have a considerable knowledge of cotton marketing ? — Yes. 

0121. How far would i'o-o|^M?rative sale studetios be able to pool their member’s 
prtuiuce ?- 'Phev are iloing it well now. 

0122. Do they deserve encouragement and expansion ? — Yes, 

0123. Are there not any ^v'a^ehou8ing facilities here ?* — As far as 1 know' 1 do not think 
there are any sucli fa( ilities. 

0124. Is it not strange for a place like Surat that there are no warehousing facilities 
heit' 't — 3’here are no sejuvrate places. (J inning factories themselves store cotton in the 
open space or liouscss, if any. 

0125. Are ginowners mostly buyers ? — A’es, and also some merchants are buyers. 

0120. And (ottou is brought here from the village by a ginow'ner througli some 
middlemeji V— A kahala is made in the village with the brokers of the buyers and according 
to the terms of the kabaln the agriculturists have to cart their cotton by their own huUock- 
oarts to the various ginneries. 

J/f. li, H, N( t ik \, 
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6127. Where the qiiantity is small, do they not sell in villages ? — ^The kabala is made 
in the village. 

6128. Then the cotton is transported ? — Yes. 

6129. The agriculturists are not paid for some days ? — In many instances 
I always find that there is a complaint from agriculturists that they are not paid for a 
good many days. 

6130. I>o they nsnally sell the crop in advance ? — There are some people who sell 
cotton in advance when they are in need of money and cannot get by any other means. 

6131. That is to say before the crop is ready V — Yes. 

6132. Is the kabala not made in Surat ? — No. 

6133. Are rates fixed in the village — Yes. 

6134. If there is to be a cotton market here under the ('otk)ii Markets Act, the culti- 
vators will have to (change their system. They will have to bring their cotton to the 
market 'i — Yes. But they say that tliey get tlie advivntages of competition in their 
villages. 

()l3r>. Is there competition iii villages ? — To-day if a (hilal went from Ralli Brothers 
and olTered Its. 2(k“>, the people would say that they do not Want to sell it to-cUiy. The 
next day another man goes and makes an offer of Hs. 210 to whom they soli it. They 
think that this is com|)oiition. 1 do not mean to say tliat this can be called strictly 
competition. They do not know the fact that bet'ause the market rates are higher tliey 
are offered a higher rate. Someti?nes brokers of two or tlirce huvers, if thf^y happen 
to meet together in a village, enter into competition. 8<* peof)le call it competition. 
Of course they w ill get a still higher price if there is greater rise. But there is a danger 
in the markets wliich people apprehend. Supposing the merchants and the buyers 
form a combination, what would he the position of thoscj agriculiuristH w ho cart their 
cotton from ten miles to the market V 

6136. But if there aie some facilities in tlie market for warehousing, they can get an 
advance ? — Yes, 1 am told that kapa^ uspd to be sold the same day or the next divy in 
Berar. 

6137. Not necessarily. Do you not think that the provision of wareliousos in central 
places like 8urat w'ould he useful <mly to those people who bring their cotton to such 
places. If they are going to sell their cotton in village.s, it. will not be useful to them. 
It will be useful to them only if they change their system V — Yes. But if they have 
warehouses in several centres they might <*hange their sy,s tern. I am in favour of forming 
pools on co-operative basis for selling cotton and other crops also. I have seen some 
farmers’ co-operative stores in other parts of the world. They have been working 
satisfactorily. They do exist in America and in iSoiith Africa. You may call them 
co-operative unions. 

6138. For sale ? — Yes, and also all supplies to agriculturists should be supplied by 
the stores. If farmers’ co-operative stores on similar lines are established in the interior 
at different convenient centres with ginning factories, oil, rice and flour mills, ct<*., 
wherever possible, and warehouses are maintained by such stores, the crops of agricul- 
turists can be stocked and sold at the opportune time to get better rates. I know plac es 
in Southern Rhodesia where similar work is being done. They get advances. Every- 
thing is done on bu-siness principles on co-operative Ixisis, but it is done only for the 
members. 

61 39. Does the delay in payment cause much inconvenience U) a cultivator ? — Y^es. 

MO y 83 — 9 



66 


0140. But are thei-e not some jric^ople who arc? willing to pay at once ? — There are 
some ginneries who pay right on the spot. 

6141. Are these ginnerios preferred to others Y — Yes. 

6142. What is a haoala*t — It is a chit. 1 say “Mr. V. L. Mehta, }»leas<‘ pay to 
Mr. Kamat on niy Ijehalf.'’ 

6143. Is it not iU‘gotiai»le Y No. 

6144. You say that the raU? of interest should not (jxeeed -IJ |X’r eent. to 
5 jxjr cent. Y — Yes. 

6145. Does it make much ditfeixun'c latwecii 4| to 5 |W‘r ( ('nt. and 6 jx r eent. Y — 
Tt will make a great di lie re uce. 

61 4t>. If the long-term loan is e.\t<Mulcd to MO or 40 years, Nvill it mak<' mu» h diderenee 
whether the rate is 4^ or 5 or 6 iwr cent. After all, if, as far as fMJssible, tlic rate follows 
the market rate, wotdd it not make it easier to work ttie w hole system Y — The agricultural 
industry, as it stands at present, does not i)ay. I Avould even suggest M j)er ( ent. 

6147. Was the enquiry alK)iit indebtedness that y<^u madi' in Bardoli and Chorasi 
fa/ukas a village to village enquiry Y — Yes. 

6148. Was it an enquiry with individuals ? — 1 collecU'd half a dozen or Homeliiues 
a dozen iK'irsoTis — one important man from one sti’eet aTui another important man from 
another strf'ct and so on. 

6140. Did you make ('uquirie.s regarding oaeh individual ?— Yes. 

6)150. You nnwle eiupiiries from one individual in eacl) joa^l ? — Yes ; I colhM lcd 
some prominent men. Then* is nothing secret in villages. And I made oiquiries. 

6151. They know evi'rythiiig about the other persons living in Die sanu^ )oad. 
Do Uiey Y — Yes. 

6152. You sjKUik about suhsidiarv ijidustry in your <listri(t. Does it want 
(uipital Y — I think it (Uk'h. 

61 5M. Where do they now borrow from ?— They borrow from .so/eeurs, 

6154. Do they 1x)itow' at the rate of 0 jKU camt. Y — M’hat dejxmds upon the eredit of 
the borrower. 

6155. Sj)eaking about the (’o-o]X'rative Movement you say : ‘‘The first primiple of 
tlie ('redit system should Ix' that the borrower should get eredit w henever lie wants and 
tl»e amount he wants. Both these* (’onditions cannot Ix' fullilh'd under the jiresent 
ro-op(*rative ndes/' Do yon mean that they are not fultilled or tlu\y cannot lx fulfilled 
at all Y— \Mder the present rules they cannot be fulfilled. If 1 want Bs. 1,006 it takes 
15 days’ time to get this loan. 

6156. You w^ant that the procedure should lx exjx'dited ? — Yes 

6157. But it is possible to ex^xclite the procedure, is it not ? — I mean, as at pi'csmit 
it stands, it cannot be exptxliteil. 

6158. Do yon favour the soivcari systoiji as it exists in some places at present that 
a man shonhl pa}^^ yearly interest it^gularly and should not bother himself about the 
principal ? — -No. 1 w ould prefer the other thing. 3 am fvd v tK ating reflemption of debt. 
My suggestion is that Govemineiit or anybody should ^( ome and redeem the old debts. 

6159. Would you expect the cultivator to pay the in.stalmeut of principal 
also regularly ? — He should pay interest as w'ell as some jxjrtion of the eapitab 
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6160. You say ; “ The rate of int-en‘st charged by co-operative societies which 
are Rs. 0-6-0 and Rs. 10-15-0 per cent, per annum are in no way better than the 
money-lenders’ rates.” On an average you say the money-lender advances at 9 per cent. 
Apart from this are there any other things which make the leal interest heavier ? — There 
is the vatav system. You should t>ake into consideration some of the labouring classes 
and kaliparaj agriculturists who pay from 18 to 50 pt>r cent, which I have mentioned 
alx)ve. So, when I say 9 to 12 |H‘rccnt. is the average, I include the tulvaucfxi class 
agricul tn lists al so. 

(ilbl. You say tlie rate for tliis last tdass would 1*0 7} i)er (‘Cnt. to 9 i)er cent. W’ouUl 
this include vatav and other things ? — Yes. 

6162. Do not rnwrarn take vaiav from this class of lalxiurcrs ? — Not all. There ai’e 
three kinds of soiovavH. Tlie agriculturist nioney- lenders w1k> lend amongst tliemixdves 
and who do not take any vatav. 'Fiiere are .st>me .^ouK'urs who are not charging imtav. 
Take rnystdf. I never take inort' than 9 cent, from any man vvdiether lie comes Innn 
a defiressed class or from a suptnior^class. My rale is from 6 to 9 ]K'r cent. There may 
l>o other per.sons like myself. 

6163. Rut w'C liave^ not U> go by ext eptions ? — Tlie agriciilt iiri.sts, when they lend 
amongst themselves, do not cliarge vatav. 

til 64. Ihit the bulk of the lending is rione by stmycars. They do charge vakw. You 
luivt‘ said their rate of inteiest is 9 p(‘r cent. It means ixuilly that their raU* must l)e 
more than 9 p'r cent, when you take into <‘onsidcratioii all other factors ? — That is why 
I have said 9 to 12 ikt < cnt. at the end. 

611)5. You arc couipaiiug this intiuesl witli (“o-opuative s<.s',ieti(‘s' interest ? - \Yk. 
So far as good agriculturists art^ concerned they will 7ievcr go to a <a)-op‘rat ivc sotdety. 
1 m(‘an they aie not going to a co-op'rative society when they can get from you or from 
me at 7^ ]K*r cent. 

6166. Do you oxp‘( t the co-op*iative scs ieties to work at a loss ? — Nf>. I do not 
find fault with them. 

6)167. You only say that tlie system d<K‘s not suit the IxTler class of people who can 
come and borrow at the lower rate t — Y(‘s. Nine lakhs of rupees ani lying idle in the 
8urat ].>istrict Bank. 

6168. Mr. V. L. Mrhia : Do you think that if the rate of interest is reduced to 
7^ pT cent., many more agri( ulturists would join c(»-opu-ati ve societies 'i — Yes. 

6169. Thv (Miairmnn : It has been suggested that instead of opening branches of tlie 
Imperial Bank or the Reserve Bank in each taluka, one or more indigenous bankers of 
taluka headquarters, who have sufficient credit and can give sufficient sixiurity, should be 
appointed agents of the Imperial Bank ; do you think such a scheme would work ? — 
I think it would work. 

6170. Even if the agency is given to individuals ?--Yes. They would tind out tlio 
real economic condition of the agriculturists, and would, therefore, work better than 
a joint stock bank. 

6171. Would they combine ? — If they get suflkdent return, they will join. As soon 

as you establish cheap cre<lit facilities, they will come to you. - 

6172. Suppose you give agency to on(J indigenous banker* would he not compete with 
others ? — Competition is possible. Let even some of them disappear ; I want only 
honest men, who can do something good for the agriculturists. 
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6173. Have you any pawn-shops her© ? — 1 do not think there are any, 

6174. Is it desirable for poor people to have such pawn-shops ? — Such people are 
getting monc^y from village money-lenders on deposit of some ornaments or some articles 
as brass or copper vessels. 

6175. In some countries there are Government pawn-shops. Would it be desirable 
to have such pawn-sho|)B in 8urat ? — I cannot say. 

6 1 76. Do you iliink it would be in the intercuts of poor people ? — It would bo, provided 
some < corporate body starts them. 

6177. In your statement you say : '‘The indigenous banking ran be made more 
useful and extensive by making provisions for co-ordination of indigenous bankers with 
the Imperial Bank of India and other banks so that these money-lenders can get credit at 
cheaper rates of interest.” How would you bring about the co-ordination ?— More 
facilities should be given to them. 

6178. Mr. Kamat : 8peaking generally, on theiwhole, do you think that the capital 
available in tliis district both for finajicing industry and hnant’ing agriculture is suffrcient, 
or is there a complaint that it is insufficient ? — There is no f omplaint that the capital is 
not available, as far as I know. 

6179. '’I'o bring down the rate, of interest for agriculturists to 4Jl per cent., do you want 
capital from Goveniment to be brought in Y — We have arg\ied that capital derived from 
land revenue shouUl be handed over at 3 per cent, to laiul mortgage banks. 

6180. You say in your st^aternent : “ Some of these funris should be lent to the 
mortgage banks, say at 3 per cent, interest.” Do you want the funds ( ollected from 
the ryots by Government for current purposes to be made available for long-term credit 
to agriculturists ? - I have said that crores of land revenue, collected from the ryots^ 
is deposited without interest w'ith the Imperial Bank of India, and these funds are not 
made available to ryots for permanent or long-term or short-term investments. 

6181. And if Government current funds are not available, do you want 
loans V— Yes. 

6182. Do you mean, Government should raise a loan at, say, 5 per cent, and give it 
to the land mortgage bank at 3 per cent., and the difference shoukl be paid by the 
general taxpayer ? — Yes. I have given my reasons that 70 per cent, of the people 
depend on agriculture, and if these 70 j)er cent, art) ruined, the remaining 30 per cent, 
would be no more. 

6183. Supposing the geneml taxpayer Iwars this difference, are you quite sure that 
every cultivator to whom this money is given at 44 per cent, would make a success from 
the farming point of view of the mojiey he borrows Y — It would, no doubt, materially 
affect him. 

6184. In every case Y — Yes, taking all things into consideration. It is one of the 
important things, and it will give them inoentive, if you redeem them from debts. 

6185. Even the co-operative society, which is a financing agency, with all its desire 
to relieve the cultivator of his debts and to put him on his legs, is unable to distribute 
money to all of them without looking into the earning capacity and character of each 
cultivator for making his farming a success ? — It is the present system of bye-laws 
that comes in the Way. On account of tbe unlimited, liability of the society^ good and 
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iKmnd tto not join. When! can get money at 6 -porcont., why should I 

shoulder the Hahility of the society and pay more interest ? 

0180. Has not the Co-operative Movement made fairly satisfactory progress ?> — Yes, 
so far as the number of societies are concerned, it has done good progress. It has don© 
very well in the cotton sale societies. 

6187. The total number of members of these co-oj^erativo societies in your district 
is less than ten thousand, whereas the total nuiiiher of working farmers may he about 
two to three lakhs, you will thus see the societies have been able to do good to ten thousand 
people only. IX) you mean to say that the co-operative societies refuse to help those who 
are outside the societies, if they can help them ? — Not all ; but some have been refused on 
account of the obstacles put in the way of the co-()j)erative societies, and some do not 
want to go to the co-operative societies. 

0188. To all except these ten thousand, would you give loans at tl or even 4| per cent, 
after taxing the general tax -payer ? — Yes, w ith oxeeption* of those who are totally 
hopeless. I w*ill take these ten thou.sand also into the fold. 

0189. 3/r. Desai : From your exjM'rieiiee, eould you say whetlnn* the Imperial Ilauk 
generally aceommodales the iiKligCMous hankers, taking itito consideration tlie part 
played by them in the tnuie of the i oimtiy^ ? — The^Mire issuing drafts and JiimdiN at 
a Idgher rate of interest to indigenous hankers and other merchants. 

0190. Do you not think that it is due to the ignorance of the management of the 
central institution and to the fact- that the management is in the hands of foreigners, 
who do not know' anything alxnit indigenous hankers ? — It may Ix' l)ec‘aiiHe the lm|Hu*ial 
.Bank .seems to have l)een working f<»r big house.s. 

0191. Th i'hmnnnti : Docs it not ladp the lot al mcrcliants l»y ad vanciiig tliem 
against security of go<Kls ? — Some big mercliants Jiave Ihhui advanced against seeurity 
of gold. 

0192. Does it not advance to small merchants against security of gold ? — it advances 
alKHit Rs. 10 to 15 thousand. 

0l9,*k Mr. DcMii : Who iinances the iiiU^rnal trade of India ? — The indigenous 
bankers. You must take money-lenders of the village into the indigenoiis bankers. 

0194. What has been the result of the oj)t'!ning of the bramdies of the Imperial Bank ? 
Has it done any good ? — It has not done good to th(5 agriculturists, hut indirectly a 
harm, which 1 can explain hj you. Formerly, small p<x>ple in the city used to invest 
their savings into agriculture, but now the money has l)Oen attracted by the branches 
of the Imperial Bank, and the money got^s into the cotfers of the Bank. 

0195. Professor Kale : There is a good deal of land under grass in this district, and 
you have said that agriculturists breed buffaloes and cows ; do they export any 
ghee ? — No. 

0196. Is it all consumed in the district itself ? — Yes, and some ghte is importe<i from 
Kheda, On account of pasture grounds being not sufficient and on account of the very 
poor financial condition of the agriculturists they are not in a position to maintain cows 
and buffaloes in a good condition, and therefore, they cannot get sufficient amount of 
milk and ghee. 

6197. Do you think there are too many cattle ? — No ; there are not too many cattle, 
but they are not bred well. 
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6198. Does it not fellow that land which would have otherwise been used for cottem 
and other croi^s is under grass ? — You cannot grow cotton in talukus such as Ohikli and 
Pardi ; Pardi Uiluka is suitable for intensive farming for growing all sorts of fruits, such 
as mangoes, and if this is taken up, it would be useful. 

6199. The Chairman : Why is it not taken up ? — Pardi is the poore.st talvka. 
Agriculturists grow mangoes there, but it is a question of finance and organisation 
and agricultural improvements. You cannot do anything without agricultural 
improvements. 

6200. ProfeBnor Kale : Do you tliirik that there is a good deal of room f<u’ co- 
ojwration Yes. 

6201. It appears from your remarks that general education should be extcmdcHi, 
otherwise agriculturists would not lie able to take advantage of the agricultural 
facilities ? — Yes, they should l>e educ ated, otherwise we cannot get the results we expect, 

6292. Mr. 1'. L. Mehta : In your statement, you have stated that not getting 
money at the time when it is badly required for agricultural operations is one of 
the defects of the system. Is it the co-op(‘rative 8\.stem or th(> money-lending system ? — 
1 mc‘an moiic'y- lending by c o-operative societies. 

6203. Is it not in any sense a defcict alscj of the ordinary Boivcari system ? — No. 

6204. You have matle some suggestion about regulation of accounts. Do you want 
this kind of regulation by legislation ? — I want this regulation, but, I am afraid, money- 
lenders would resent it. 

6205. Should any legislation be pa.s8<Ml at onc‘e or should it be passsc^d after educating 
some public cipinion ? — After taking tlieir view^s into consiclcM-ation. 

6206. You refer to some eomplaints about the procecxls of j)ostal t^ash certificutes 
not hewing made available for local pur|>oses. Supposci some arrangement is made by 
Government for utilising the proceexis for local use, would that meet your objection ? — 1 
have said that Government pays more interest than the sound bankers. In no case should 
Government pay more interest and compete with other banks by attracting more deposits, 
m ultimately our industries suffer. 

6207. Does that not apj)ly to loans by Government ? — Yes. 

6208. You lay very great emphasis on the re<luctiou of the rate of interc^st for advances 
to agriculturists. Do you think that, is a more imjK>rtant factor than other fac tors ? — It 
is one of the important factors. With the cheap rate of interest and greater facilities 
tlic? agriculturist will be in a pcjsition to improve his land, and the improved land will 
yield more, and the gniatest salvation for the agriculturist of this country is the increased 
yield, wliich is not being done irispite of the Agricultural Department. The yield has 
close connection with the improved land, and the improved land has great connection 
with c'heaper finance, w'hich means cheape^r rates of interest. I, therefore, lay a great 
stress on this point. 

6209. The Chairman : When in a good year the agriculturist has something to save, 
what does he do with it ? Does he put it into the post office savings bank ? — He does 
not put it into the savings bonk, but he might do that in a co-operative bank, but 
mostly he goes in for purchase of land. 

6210. What would he do, if there is a small saving of, say, Rs. 20 or Rs. 30 ? — 
He would spend it, or put it with the money-lender in the village. 
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621 1. Could he not buy postal cash certificates, or put the sum into the postal savings 
bank T Is it a fact that he is ignorant of the existence of these postal cash certificates 
and post office savings banks ? — Yes, in many cases. 

6212. Would he invest, if proi)aganda is carried on ? — Yes. 

6213. Would more propaganda justify the opening of more post office savings banks 
in rural areas ? — It Avould justify, but the savings in rural areas would be insignificant. 
If an agriculturist has a saving of, say, Rs. 50, and if he is not indebted to anyone, 
he would go in for land or purchase gold or puivhase pots. 

6214. Would he not invest, if there is a plaec where he can safely dciM>sit his money? — ■ 
Yes, he may. 

(The witness withdrew.) 


Mr. BHAGWANDAS B. SHROFF, District Honorary 
Organiser, Co-operative Societies, Bulsar. 

Replies to the Questionnaire. 

SECTION 1. 

QirKSTioN 1. — For purposes staU'd in clauses (a) and (< ) the agriculturist obtain^ 
iinance from local money-lenders or from eo-oj)erative enniit society. 

For purposes siMted in (lausc (/>) the agriculturist obtains linance from big 
money-lenders or from eo-operative credit Hocic.ty or from (Government as tar.cari. 

The rate of interc‘st ehargc'd hy local money-leii<]('rs ranges from 6 per cent, to 
24 i>er cent, acaairding to the (Tcdii that the agrimilturist has ( siablished with his Horixar. 
The rate of interest charge(i by the co-operative credit societies to their luemlKTS 
varies from to 10 {.'J fK'r cent. The loan for purpose's stabMl in rlauses (u.) and (r) is 
generally to 1 m_' repaid when the crops an^ ready for sale and that for purposes statc'd in 
elause {h) is to be repaid according to the nature of the work done with the helf) of 
the loan. 

The loan for purposes stated in (tiau.ses {a) and (c) is advanced on personal seemity 
provided the amount is .small, i.f., up to one huiulred rupen's, with tho (amdition that the 
amount is to be repaid from tlie proceeds of the crops. In some eases standing erojm 
ar(‘ also given in moi-tgagc t(» the sotvears. 'bhe local sonrar-'i do not generally advance 
loan without taking raUir from the borrowers. Tho co-o[W'niiiv(* ert'dit soeiety 
advances money on personal seourity with twb sureties or by taking landed property in 
moTigage. C'o-operative societies advance loan to their raeml>er8 for purposes staU'd 
in clauses (a) and (r) on condition that the repayment is made in one year and for 
purposes stated in clau.se {h) on condition that the repayment is made within two to 
five years. 

Government helps the agriculturists by advancing taccavi loans to them. 

The imperial Bank of India and joint stock banks do not play any part in advancing 
money to agritmlturists direct. The 8urat District Co-o{>orativc Bank helps the cotton 
sale societies in the district by providing finance to them. There arc some 
money-lenders who are doing the business of money-lending as well as trading. They 
profit themselves both ways, e.g,, they get interest for their money as well as they get the 
commodities of their clients at low rates and besides they get the repayment of loans 
advanced by them easily from the proceeds of sale of the goods of their clients. 
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The total amount of oapital required for puiposes stated in clauses (a), (6) and (c) above 
cannot be definitely ascertained owing to the illitera<iy of the agriculturists and owing 
to their apathy of keeping regular accounts of their dealings* 

At present the local money-lenders charge exorbitant rate of interest to the 
agriculturists, and owing to illiteracy among them these norveara squeeze them in many 
other ways, r.g.y by purchasing their crops at low rates, supplying them their necessaries 
at high rates and by false calculations in accounts and by advancing them loans for 
unproductive purpost?s with a view to l>eeoming landholders eventually. These defects 
(lau be remedied by providing at least facilities for primary education in every village 
and by providing money-lending facilities at a cheap rate of interest on favourable 
terms. 

Co*operativ'e credit soci('ties, if projwrly worked, can provide inuney-lciidiiig facilities 
to the agricHiiturists to a certain extent. Persons w'ith Helf-sacrificing spirit for the work 
of uplifting their fellow brothers must come forw^ard to manage a society for a village 
or a group of villages. ^ 

Question 2.— The principal crops of this part of the district are ])atldy, molasses, 
cM>tton and mangoes. 

Paddy is generally lirought to iahika towns by big agriculturists in their owm carts 
and sold in the bazar at the prevailing rate of the day. J^addy ladonging to small 
agriculturists is purchased in the village itself by the local money-lender or by the 
siuatl traders of lalnka towns who visit the villages for purchasing small cjiiantitics from 
dilfereTit agricndlurists and bring them to the tt)wnH mid wdl at the prevjiiling rate of the 
day on their own a(^eomit. 

Molasses is generally sold in the village itself. Piirclmsers from laluht towns 
go to diflerent villages and Imy from the individual agriculturist. (leneially the 
money-lenders of the villages l)eco!ue the middlemen in such transactions. The 
picvailing practice rf‘garding this commodity is that the pots of molas.^es are weighed 
and tested in the village and a chit, stating therein the total quantity of (‘ommodity and 
the rate at which the commodity is purchased jht muund, is given to the agiiculturist 
if the transaction is made with him direct, and if there is a middleman it is given to 
him. On handing over the chit to the purchaser at the taluka town, the agriculturist 
would get the proceeds of his commodity. The agriculturist is bound to deliver 
the goods to the liiilway station or bunder or the godown of tlu' purchaser in his 
own carts. 

Cotton is sold by the agricult uri.st to tlie ginning factory owners at Biliinora or 
Navsari. It is sometimes sold Iwforo it is tnlleeted. There are only two cotton sale 
aoeieties in this part of the district. Agricult mists other than meunbers of these 
societies make their individual arrangement for sale. It is very advantageous to sell 
cotton by forming cotton sale societies. But the big agriculturists in order to serve their 
pereonal intf^rests do not allow the small agriculturists tn combine and form themselves 
into a cotton sale society. 

Mangoes : Small agriculturists scdl their produce to petty local merchants and these 
petty merchants^ in their turn ex|K>rt these mangoes after sorting them in different 
qualities to Bombay and other cities where these mangoes are sold through commission 
agents. 

Tliero is no oiganisation for marketing the agricultural produce except the cotton 
sale societies stated above. 

, Mr. B. B, Shroff. 
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The agriculturists must combine and form themselves into sale societies for the sale 
of agricultural produce. Unless this is done, there is no other way by which they can 
get better prices for their agricultural produce. For internal remittances the existing 
facilities are cheques, hundisy drafts and havalm in the tnwns and ( itu^s with banks or 
bankers. In villages where there are no banks or bankers, cash payments are generally 
made. In small towns where there are some local shroffs having business connection with 
Bombay, hundis can be discounted if the presenting party is sound, and if otherwise, 
the payees have to wait till the advice of hundis having l>ecn honoured is leceived. 

Question 3. — The values of land differ for different kinds of soil and vary from 
Us. 25 per acre to Ils. 300 for the jirayai land and from Hs. 150 to Hs. 600 for kiary and 
bagay at lundiB. The factors affecting the value of land are; (1) Demand and supply, 
(2) Credit facilities, (3) Irrigation facilities, and (4) Facilities for marketing the produce. 

In this part sale of land on account of non-payment of land revenue hardly takes 
place ; hence it cannot be said how the value affects in such an instance. The value 
of land in the event of sale by court decrees or by revenue authorities for the recovery of 
co-operative societies’ dues is lower than what is obtained while selling by private 
negotiations. 

Question 4. — There is no legal impediment to mortgage of land and agricultural 
holdings in this part of the district. Thf're is no land mortgage bank in this district. 
There is the Surat District (k>-opcrative Bank at Surat with its brandies at Bulsar and 
Chikli. This bank finances the co-operative soci^oies to enable them to lend their 
mombt^rs long-term loans up to ten years. This bank has also advanced loans to co- 
operative societies in Pardi laluka for debt redemption of their members. In advancing 
loans for long terms the c;o-operative banks should l>e very" eartff ul in assessing the value 
of the land to Ix^ taken in mortgage. After assessing the value of the land at the present 
market value some sulistantial amount should be deduided from the value for deprwiation 
in value during the years of repayment. I understand that the object in advancing 
long-term loans is to save the agriculturist from losing his land. Hence the amount of 
yearly instalment fixed must be such that the borrower may be able to pay it regularly. 
If the authority sanctioning the loan is convinced that, after deducting the cultivation 
expenses, the maintenance expenses of the borrower’s family and the necessary s<x;ial 
expense.s that the borrower will have to incur during the repayment jieriod fixed, 
his earning is sufficient to pay the amount of inst^ilmont, then the loan should Ikj 
sanctioned. 

The share capital and the deposits from the people fcirm the working capital of 
co-operative banks. Land mortgage banks should bo formed to advance long-term 
loans. The working capital for such a bank may be obtained from the following sources 
at the rate of interest not exceeding 4J- per cent. : — 

(1) Deposits, (2) Fmids from central banks, (3) Debentures with Government 
guarantee for capital and interest, 

Goyemment should make post office savings bank amount available for this purpose. 
In order to safeguard the Government’s interest, it may be given representation on the 
board of directors of such bank. 

No entry regarding the ownership of land should be allowed to be recorded in the 
Record of Rights unless the registered title deed is produced before the village officer 
or an official extract from the Sub-Registrar’s office is received. The present system of 
recording oral sales and leases should be stopped altogether. 
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The laud mortgage bankii ehould have the power of foreclosure and sale in case of 
non-payment by the borrower. 

Qttbstion 5. — It is very difficult to arrive at an accurate estimate of the existing 
indebtedness of agricultural cl assess. However, a rough idea can bo ha<i if an inquiry 
is started by Government in typical villages and information is gathered from the 
agriculturists themselves, though there is danger of some people concealing real 
condition through false notion of prestige. 

It is also very difficult to find out the purposes for which debts were incurred by 
agriculturists. But generally the debts are incurred for agricnjltural operations, 
maintenance charges when iiiore is insufficient proiit from agriculture and also for social 
expenditure. The creditors in such cases are village money-lenders and co-ojxjrative 
credit societies. 

When agriculturists iK^come over-indebted they geiu'rally become nervous and do 
not pay proper attention to improve their land and get more produce. 

Oral Evidence. 

6215. The Cluiirman : Mr. Bhagwandas, you are lire District Honorary Organizer 
of Co-operative Societies at Bulsar V — Yes, in Bulsar, Bardi, Chikli and Jalalporc 
taluhas. 

6216. Are you a landholder ? — I am paying only Ks. 50 or Hs. 60 assessment. 

6217. Do you cultivate your land, or luive you leased it out ?— I have leased it. 

6218. Is the bulk of agricultural finance provided by sovxars in your four talukas ? — 
By sowcars and co-operative societies. 

6210. Do co-operative societies furnish an appreriablo part of the finance in these 
talukas ? — For current needs the co-operative societies linance, and for jmst debts they 
supply up to Ks. 750. 

6220. Have many peoido been redeemed from past debts V — Schemes in two villages 
have been taken in hand. 

6221. Have the schf'nies been j»a.8sed V — In Vatar and Daswada villages of Pardi 
taluka Hchenies were taken in hand and the debts were redeemed. 

6222. Do you know' whether any of the people who were redeemed have gone back 

to the ? — Yes, they again go to aowcar^ and borrow from them. I found that 

they concealed their debts at the time of demanding loans from societies, and after- 
w'ards they did not pay the instalmenta to the societies, and said that they had other 
debts also, W'hich were not redeemed. 

6223. Why did they conceal ? — On account of false notions of pi*estige. 

6224. Has this scheme of debt redemption not benefited the agriculturists ? — The 
scheme has not proved successful, as the members are not repaying. 

6225. Was the instalment lx\yoiid their repaying capacity ? — Yes. 

6(226. Can ^ou suggest any remedy ? — ^These loans were advanced for ten years. 
They should be advanced for longer periods. 

6227. What do you think should bo the maximum period ? — 30 years. 

6228. As regards current needs, are your members going to sowmrs also to any large 
extent 1 — ^They go to sovKare, 

Mr. B, B. Shroff. 
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6229. Do tliey not get sufficient amount from societies ? — They get enough, but the 
thing is that the management is not satisfactory The members of the managing 
committee are mostly ignorant of the needs of agriculturists, and some members of the 
managing committee themselves are debtors and do not pivy to societies, and they 
cannot ask others to pay. 

6230. Does that happen in the case of societies of the backward class, or also in other 
places ? — This is the case where the majority of members are of the higher classes. 

6231. Is that because there is no unity ? — The kaliparaj jK'ople fear and pay (heir 
instalments by saving small amounts, wdiereas the high class p{*ople do not pay. 

6232. Are the recoveries satisfactory in the Mlparaj societ ies Yes. 

6233. Would the societies be better with men of more educat ion ?- — Yes. 

6234. You say that Government helps agriculturists by advancing loans. Is that 
done on a large scale ? — I have no personal experience. 

6235. Is land improvement carried on in this district ? — No. 

6236. If finance on reasonable terras is available, would it not encourage land 
improvement and fruit growing ? — Yes. 

6237. Is there no branch of the Imperial Bank in any of these four ialukas ? — No. 

6238. You say that you have two cotton sale socictic's. Are they doing well ? — One 
society is doing well, and the otlicr is doing l>u8iness on a small scale as there are only a 
few members. 

6239. You say that money-lenders charge exorbitant rate of interest. What is 
minimum rate ? — Not less than 12 j)er (‘ent. 

6240. What is the maximum ? — Nearly 75 per cent, 

6241. In addition to that, do they make profit when the produce is brought to them 
by the debtors ? — Yes. 

6242. You say that big agriculturists come in the way of forming cotton sale societ ies. 
Why should they do so ? — The big agrieulturists themseKeB are tlie agents of ginning 
factories, and they would lose their business if small agrieulturists formed IhemselveF 
into societies, and therefore, they come in the way. 

6243. Are ginning factory owners usually the purchasers of cotton ? — Yes, there are 
many such ginning factories, — eleven in BiJimr>ra and Navsari. There are only two 
cotton sale societies in this part of the distriet. 

6244. Is the marketing of mangoes satisfactory ? — There is no local market. Small 
agriculturists sell mangoes to local merchants, and these iKdty merchants export theun 
to Bombay. 

6245. Is there much of huitdi business done in Bulsar ? — Yes. 

6246. Who does that ? — Local shroffs draw on Bombay shroffs, 

6247. In answer to question 4 you say ; “ In advancing loans for long terra the 
co-operative banks should bt? very careful in assessing the value of the land to be taken 
in mortgage. After assessing the value of the land at the present market value some 
substantial amount should be deducted from the value for depreciation in value during 
the years of repayment.” Does the land depreciate very rapidly in value ? — Certainly. 

If you take the price prevailing five years ago and the price prevailing nowr, you will 
find a marked difference. The value of land w^ould be two- thirds of what it was five 
years before. 
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6248. You say that no entry regarding the ownership of land should be allowed to 
be recorded unless there are registered title deeds. What would happen to oral agree- 
ments ? — They should not be allowed. Smvcara take benefit, and they make common 
cause with the taiati. 

6249. Professor Kale : Referring to the scheme of debt redemption in the two villages, 
supposing from the very beginning the period had been 30 years instead of 10 years, 
do you think the scheme would have been a succc^ss ? — Yes. 

6260. How did you calculate the repaying capacity of members when the period was 
fixed ? — We calculated according to our experience, 

6261. You now think that your estimate was not correct, and that further information 
ought to have l)een gathered ? — We had no data about indebtedness, and we enquired 
from the villagers themselves. 

6262. Suppose you start a new scheme in other villages, do you think it would be 
successful ? — Yes, if the period is longer. 

6263. Are any steps taken in that direction by your society ? — The Institute makes 
efforts. We are going in villages and ask people to join, but they do not join ; they 
want money. 

6254. Is there no spirit of co-operation ? — No. 

6265. Have you any rc‘medy to suggest ? — There should be propaganda, and people 
must be educated. 

6266. Mr, Kamat : What is the general nature of the work which the Provincial 
Co-operative Institute is doing for this district ? — Propaganda. They are holding 
secretaries classes at headquarters as well as in tahikas. They are holding taluha 
conferences and district oonfereneos. 

6267. Do the officers of the Institute come in close touch with this district 
occasionally ? — -At some places the secretaries go to the villages where there are 
societies, and the local meml)er8 of the Institute of that part also go. 

6258. Have you observed any marked difference in those members of the managing 
committee who are literate, that is, those wdio can read and write, as against those who 
cannot ? — There is some difference. 

6269. Is the difference in favour of those who can read and write ? — So far as 
disinterested work is concerned, there is no difference between the educated and the 
uneducated. 

6260. Mr, Buckley : You suggest that the working capital of the land mortgage 
bank may obtained from (1) deposits, (2) funds from central banks and (3) debentures 
with Government guarantee for capital and interest. How could the central banks 
give their funds in cose the loan was for 30 or 40 years ? — If the central banks have a 
surplus, they can deposit that surplus in the land mortgage bank. 

6261. For w'hat period ? — That will depend on the period for wliich they have received 
the funds. 

^ (The witness withdrew.) 

The Comig^iUeie then adjourned tUl 11 a,m. an Tuesday y the 19th November 1929, 


J/r. B. B, Shroff. 
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Tuesday, November 19th, 1929. 
SURAT. 


Present : 


Mr. J. A. Madan, C.I.E., I.O.S. (Chairman), 

Mr. L. B. L. Buckley. ! Mr. B. S. Kamat. 

Mr. H. V. Bbsai. Mr. V. L. Mehta. 

Professor V. G. Kale. | 


Mr. R. P. Masani (Secretary). 


Mr. B. S. PATEL, Deputy Director of Agriculture, Gujarat, Surat. 
Replies to the Questionnaire. 

Question 1. — Agriciilturists obtain (heir tinance as under: — 

(а) For expenses during cultivation mostly from local money-lender or a trader 
on personal credit or on crops. Co-operative credit Bocicties also advance money, 
but their work is limited. 

(б) For capital and permanent improvement as well as for social expenses money 
is borrowed from local money-lender on landed or house security or to a small extent 
from the Government under the Land Improvement Loans Act. 

(c) For other special needs money is borrowed on ijcrsonal security if amount 
required is small ; if it is large, on landed or house security or on ornaments. Govern- 
ment also grant taccavi loans. 

Rate of iuG rest varies in different districts of Gujarat depending upon the condition 
and credit of the borrower. In Surat and Ranch Mahals kalijmraj and bhila pay 12 to 
16 per cent, interest and in some cases it may be still higher. In talnJcdari villages in 
Ahmedabad district the cultivators pay very hca^ y interest 15 to 50 per cent, or more. 
Better class of cultivators in Gujarat pay 0 to 12 per cent, interest. Government give 
loans as taccavi and for land improvement to a very small extent. Co-o}>erative banks, 
too, supply a fraction of the requirements. Joint stock companies do not finance the 
agriculturists at all. Bulk of the agricultural finance comes from local money-lenders 
or big farmers or indigenous bankers in towns or traders dealing in farm produce. 

In Broach district it is reported that Pathiins are doing a fair amount of money- 
lending to poor farmers on security of farm produce — chiefly cotton which they buy in 
advance at about half the current rates. Besides their dealings are undesirable. 

Co-operative financing has not made headway in some parts of Gujarat where 
farmers are able to borrow money easily at 6 to 9 per cent, interest. * 

Generally very poor class of people, who find great difficulty in borrowing money out- 
side, take advantage of co-operative finance. A large numljer of such people, however. 



78 


do not find the co-operative organisation sai table for their needs as they cannot get 
money when they like and have to be very punctual in their repayment. 

Unfortunately our farmers as a whole are very injudicious in their exj[>enses, and, 
coupled up with their past indebtedness and meagre earning due to small holdings and 
poor seasons, are getting into an insolvent stato, and it would lx? very difficult to finance 
them under any system of financing unless they arc taught to lx? judi{uoiis in their social 
expenses by education at schools and by impressive? propaganda amongst the adult by 
means of posters, amateur dramas, etc. 

Total amount of capital required may be guessed at Rs. 10 per acre for all the 


cropped area : — 

Ahraedabad 




15 lakhs of aeres. 

Kaira 




8 lakhs of acres. 

Panch Mahals 




5} lakhs of acres. 

Broach 

. . 

. . 

. . 

6 lakhs of acres. 

Surat 

•• 

•• 

*• 

7} lakhs of acres. 




Total 

42 lakhs of acres. 


So the total amount of capital required for current cultivatioTv charges comes to 420 
lakhs of rupees f)er year. This sum may go up by 20 to 50 per cent, in l>atl years, so we 
may need 6 to 6 crores of rupees a year. 

It is very diftieult to estimate the capital required for jx'rmai^ent improvement ; but 
I may venture to put this figure at Ks. 10 per irrigated acre. The total area in five 
Gujarat districts under irrigation is about 1 J lakhs of acres and thus the anmunt will 
come up to 12} lakhs per year. 

Besides the remainijig dry land \inder cultivation is about 41 lakhs and taking at 
least Rs. 2 per acre for permanent improvement it may come to 82 lakhs of rupees ; 
thus in all we may need not more than one crore of rupees for permanent improvement. 
This is absolutely an arbitrary figure and without intensive investigation in different 
agincultural tracts of Gujarat, it is difficult to arrive at reliable estimate. 

Question 2. — Principal crops in Gujarat are cotton, rice, juar, hajri, maize, pulses, 
wheat, oil-seeds, tobacco and vegetable crops. 

Cultivators near ginning centres sell their cotton in the marketing centres to gin- 
owners or cotton merchants. Otherwise most of the cotton is sold in villages to the 
dalah of ginowners or to the cotton merchants who get it ginned. In this connection 
I would refer you to the two reports on an investigation into t he finance and marketing 
of cultivators’ cotton in North Gujarat and Middle Gujarat by the Indian Central 
Cotton Committee. 

Grains and oil-seed are purcliased by merchants locally or sold to merchants of 
nearest big villages, in some cases grains are carted to big market and sold there 
through dalals. 

Tobacco is purchased from the farmer by the dalals or merchants in villages. Vege- 
tables are brdiight to city markets from round about villages and are sold by auction 
through dalaU^ 

Mr. B. S. Patel, 
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Fruit crops are often purchased by contractors earlier in the season when fruits are 
being formed. The contractors take the crop to bazar and auction it. 

There are great possibilities of co-operative sale in some standardised commodities 
such as one type of cotton, one type of oil-seeds, etc., buttliere is great difficulty in the 
way due to want of proper storage facilities at different market centres and due to 
want of loyalty on the part of a cultivator due to his ignorance and want of unity 
amongst village pcojde. 

0{)ening of cotton markets may help the storage problem. However, it is very 
difficult just now to induce local boards, and particxilarly municipalities, to go in for 
cotton markets, and as a result there is a danger that cotton markets may not be 
opened in Gujarat. If, however, storage facility is to be provided by the State, they 
should form a part of cotton markets or other markets in large marketing centres. 

Another very great difficulty in organising co-operative marketing is the want of 
business expert guidance in many cases. The success of co-operative cotton sale 
iocieties is generally attributed to capable business manager or secretary. 

Credit facilities available have been described under Question 1. 

As regards requirement of credit facilities, it depends upon the sale organisation 
provided for different farm j>ro<lucts. 

Farmers usually sell away their products at harvest time either to pay up their 
cultivation loans or for paying assessment or for purchasing tlieir requirements. 

In selling farm produce it will not always be advisable to postpone selling, 
but generally sales should he made in two to four l<»te during the selling season ; and 
the credit equal to another Ks. 10 per acre* will he r<‘q aired in addition to Rs. 10 stated 
in answer to Question 1. 

Bankers and banks advaru^e money to middlemen who buy from the farmers 
at harvest time (is a rule, but the prc)fits are made by middlemen and not by 
the farmers. 

Ginowncrs advance money on cotton to large; ftirmeiH or a group of fanners in tSurat 
district, who get their cotton ginned and sell the lint within four or five months. 
Similar credit may be of great use in the case of inarkeding groundnut, tobacco, 
provided farmers join together for marketing. 

Licensed warehouses attached to big markets will be of great use in marketing the 
farm produce to advantage provided farmers take advantage of th(^so. 

I doubt if suoh warehouses at exporting ports will bti of use to the farmer, as farmers 
are not in a position to take up export trade at this stage. 

Warehouses in market places may have to be a-ssisted by the Government at initial 
stages. 

Question li. — Average value of agricultural land varies in different districts. 
Variation is due to productivity of the land depending upon soil fertility and rainfall 
conditions and the kind of crop it can grow and the facility of well or tank irrigation, and 
above all, nearness of market or railway station. Tobacco lands are worth Rs. 600 to 
2,000 per acre. Same way good garden lands on good wells have similar values. 

Cotton lands in sure rainfall tracts are worth more than in famine tracts and their 
values vary from Rs, 100 to Rs. 400 per acre. 
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jlice lands value from jRs, 100 to Bs. 400 per acre. Land where the population is 
ifuaroe and area available is large due to uncertainty of rainfall or some other 
disadvantage is valued at Rs. 30 to Rs. 50 per acre. 

High values are not necessarily economic values of lands but are more due to scarcity 
of land for sale and the sentimental desire of owning land on the part of some 
agriculturists who have earned money in trade outside and are keen to have land 
at any price. 

No data are available to reply to a, 6, c points of this question. 

Questions 4 and 5 are left unanswered for want of first-hand information. 

Question 6. — Dairying is more universal in most parts of Gujarat, more so in Kaira 
and Ahmedabad and some parts of Ranch Mahals than in Surat, Broach and other parts 
of Ranch Mahals. Roultry keeping, too, is more in Surat, Broach and Ranch Mahals. 
Ropo-making, bed-tape weaving in Surat district, taipatti weaving in Ranch Mahals 
are followed to a limited extent for supplying individual needs. 

Rice milling, cotton ginning are resorted to by some class of farmers and farm 
labourers. Garden cultivation to a limited extent provides work throughout the year 
near cities. 

Dairy keeping can be improved by a system of record keepijig and breeding by 
selection of the best and by introduction of silage in some places. 

Increased facilities for wells and erection of oil engines may help to some extent. But 
large part of population will still have spare time which can only be imed for making 
their own clothes from cotton by carding, spinning and weaving ; this can be encouraged 
by grants-in-aids to these organisations that are working for th€>se. These organisations 
should be helped to have itinerant training classes in villages and then a common weav- 
ing place may be run in each village by such an organisation and the Government may 
help by bearing half the cost. Besides the subject must be introduced in middle schools. 
Poultry keeping can be also improved by introduction of better cocks and giving short 
courses in poultry keeping and by supplying expert advice in the district. Dairying 
and poultry keeping can do a great deal for the farmer of Gujarat. 

In addition intelligent work of lacc-making, gold thread work, etc., can bo taken from 
women folks of betf^ir class of farmers in Surat, Broach, Kaira and Ahmedabad by 
introducing these subjects in girls' schools and by organising classes for adults. In 
fact it is absolutely necossary to devise educational methods that will educate our 
masses to be skilled workers and industrious like the Chinese. 

Co-operative organisation is the best and capital may be found by small savings 
invested into shares by each worker and by loans from co-operative banks. 

Question 7. — Genuine Co-operative Movement may be exempted from income-tax 
as the profit they make is not profit in the real sense but is the savings in their own 
transactions. 

I am not touching the rest of the questions which may be better done by others 
directly concerned. 

Oral Evidence. 

6262. The Chaiftnan : Mr. Patel, you are the Deputy Director of Agriculture, 
Gujarat, Surat ? — Yes. 

6263. How long have yon been Deputy Director of Agriculture here T — Since last 
January. 

Mr. B. 8. Paid. 
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6264* Before this you \rere Professor of Agriculture at the College of Agrioul- 
tore ?— Yes. 

6265. I presume you have had long experience about agricultural conditiuna 
in Gujarat ? — Yes. 

6266. What is your general impression ? Do you think that on the whole the 
different classes of agriculturists in Gujerat are getting sufficient finance for their 
current agricultural needs, or is there any particular class or classes which do not get 
it ? — ^The backward classes, that is, bhil'< and duhalas have difficulties and some 
of the people amongst the advanced class also who have already incurrecl a lot of 
debt have difficulties. 

6267. But people with credit do not have much difficulty ? — No. 

6268. The rate of interest is sufficiently high ? — It is here lower as compared with 
other phices. As I have staf;ed, generally for the better class of cultivators in Gujerat 
it is about 6 to 12 per cent, and for the backward class, it may come up to 18 per cent, 
ordinarily. Of course, in some places I understand the interest is very high particularly 
in some villages in Ahniedabad district where there are talukdars and landlords whose 
tenants have to pay a very high rate of interest. 

6200. perhaps they have no credit outside ? — Probably it may be so, 

6270. As an agriculturist or as a Professor of Agriculture, can you say what rat-e of 
interest would be a reasonable rate ? — Personally 1 think it should be 6 per cent, and 
not more. 

6271. Do you think that 6 per cent, is the maximum at which agriculture can be 
made paying here ? — There are two problems. AgritmJture pays in one sense. If 
you take an individual field it pays ; and, in this sense many jwople nowadays 
say that agriculture is paying. If you take a crop it pays, but 1 y>crsonally do not 
advocate this view. It is my personal view that an agriculturist does not get enough 
living from agriculture. Just as a businessman, if he has only business for Rs. 1,000 
a year, may get only Rs. 100. It is a good return, but it is not enough. He does not 
earn sufficient for his living. If he has business for Rs. 50,<XK) a year, that is another 
thing. I think that most of the farming would be on the same basis as a businessman 
doing business for Rs. 1,000 a year and getting Rs. lOO. You will find that the holding 
of an agriculturist is very small, the employment he gets is for four to six months iii a 
year ; and, as far as my experience abroad goes, no country in the world can giv^e living 
to the farmer who works only for four to six months in a year. 

6272. Your contention is that the holdings being what they are and there bedng not 
sufficient employment to the agriculturist throughout the year, agriculture in the 
majority of the cases is not paying to the agriculturists 7— They do not get enough 
living. This is what I personally think. 

6273. Supposing there is a man with an economic holding do you think that 6 per 
cent, is to be the maximum rate which he should bo charged 7 — I think 6 per cent, 
will be a reasonable rate. Here an ordinary man of credit can get money at 5 to 6 per 
cent, and you will find that the co-operative organization is not successful in inducing 
these people to go to co-operative societies because these people get money outside at 
a cheap rate. 

6274. We understand that there is not much demand for finance for land improve- 
ment, especially in this district 7 — There is some demand for oil engines and pumps. 

MO y 83 — 11 



82 


Here there in not slopy land or anything of the kind as they have in the Deccan for bund - 
ing and other purposes, except in a few cases. In some cases there is also a demand for 
tractors. In Gujarat there are more tractors than elsewhere. 

0275. Would there be a great demand for tractors if more propaganda work is 
done ? — I doubt very much. As regards pumps, if there is no water in the wells^ they 
cannot bo of any use. If we have intensive farming in certain places, then there is a 
possibility of increasing them. In Kaira and Ahmedabad there is extensive fruit- 
farming. Here there is a scope for more wells. Unless we have intensive farming, there 
is not much scope for them. 

6276. At present want of finance is not coming in the way of carrying out land 
improvement ? — Not ordinary. 

6277. As regards want of tonployment throughout the year in certain districts of this 
division people go in for dairying in villages ? — In the districts of Kaira, Parich Mahals 
and Ahmedabad and in some parts of Broach, every farmer maintains a buffalo or 
two and it does give him some cash income. 

6278. Is this ijidustry organized ? — This question can be considered from two points 
of view. One, from tlie }>rodiiction point of view — ^we are not doing anything. From 
the marketing point of view there is a fairly good organization from the merchant 
community or from the commercial middlemen. 

0279. Tlierc is nothing being done to introduce proper breeding ? — No. 

6280. You say : “ Unfortunately our farmers as a whole are very injudicious 
in their expenses atid coupled up with their past indebtedness and meagre earning due 
to small holdings and poor seasons are gettinj? into an insolvent state, etc.” Does this 
remark apply to farmers in general throughout Gujarat or to any particular district ? — 
I think it would apply throughout (hijarat. Personally I believe, and it is rather 
strange, that the poorest farmers spend most extravagantly and we find according to 
their income they spend more. If they have a marriage or a death ceremony to 
perform, they spend [K^rhaps money from which they cannot get out all their life. 

628). Is it because they are already hoj^elessly in debt ? — Yes. Unless they have 
some business or other profession to increase their income, ordinarily speaking, the 
majority of the farmers have not much to spare. 

6282. In that case it would be risky to finance them ? — That is what I say. It 
would be practically difficult to finance them in any way, as long os they do not 
change their mentality. 

6283. Tliis estimate of yours of Rs. 10 per ac-re for cropped area refers only to cash 
requirements, does this not ? — Yes. I have taken it for granted he has enough money for 
maintaining bullocks and implements. I have taken only the cash that he will have to 
borrow for actual expenses. 

6284. Y'^ou will have also to add something for bullocks ? — Yes, but I have not taken 
this into account. 

6285. What is the usual period during which a pair of bullocks is serviceable ? — 
varies from 8 to 10 years. 

Mr, B. S. PaUl, 



6286. And wkat does a pair of bullocks coat 7 — Ra. 400 to Rs. 600. A smaller 
pair of bullocks cost Re, 250 to Rs. 300 but a majority of farmers excepting in some 
part of Surat keep bullocks costing about Re. 400 a pair. 

6287. Mr. F. L. Mehta ; In Ranch Mahals ? — They keep bullocks worth Rs, 200 or 
Rs. 300, 

6288. The Chairman : About marketing, I find from your statement that most of 
the produce is sold in the village ? — The agents or small merchants buy the produce in 
the village and on very rare occasions they cart it to distant towns. 

6289. So if a cotton market is established, would not tniltivators get an advantage ? 
Would they not bring their cotton to the market 7 — In thf‘ present circumstanees I doul)t 
very much because I made definite enquiries in connection witJi cotton market and 
I find from the J am bus ar side, the Broach side and also from the Ankleslivar side that 
there will be no advantage to farmers Ijocause if they bring their produce to the market, 
the local buyers probably would combine and offer to purchase only at a low rate. 

621K). But in a place like Surat, cannot a cotton market be established ?- In Surat 
also there is loss scope. A certain amount is purchased by the gins locally and it is 
purchased in the village and delivered here. We have tlie co-ojx'rativc gin whicli 
handles a large amount of cotton. 

6291. If cultivators come to know that these facilities are availal)lc, perhaps they 
might be induced to bring their crop to the market ? — It is v(‘ry diflicult to convitu'c 
them. Of course propaganda would l>e necessary, it would be the rigid thing, to have 
a central market, where there will be enough cornjietition between ditferent people. 

6292. 1 understand that at present very little warehousing is done here 7 — Yes. 
I think most, of the cotton is wareluHised in gins. 

6293. If in a central market like this godowii facilities are available, would not 
that be a further inducement to cultivators to bring their jiroduce to the market ? — 
1 do not know. Sometimes if the ratx? comes down the cultivator has to sell it as he 
cannot take it back. In that case it will be a facility to have a godowii and he can 
store it for a few days until better prices prevail. 

6294. You say ; “ Bankers and banks advance money to midfllemcn who buy from 
the farmer at harvest time as a rule, but the profits are made Ijy middlemen and not by 
the farmer ? — Y^es. 

6295. Do not some of the big cultivators take advantage of the existing banking 
facilities ? — Very few of them take advantage of them. 1 do not know any of them, 

6296. The smaller people do not bring their cotton here and .so they cannot take 
advantage of the banking facilities ? — No. 

6297. As regards dairying or poultry keeping, i.s any finance required ? — 1 think even 
in Kaira people cannot borrow money at a cheap rate. There is a practi<!c there of buy* 
ing cattle and borrowing money for the same at a pretty liigh rate of interest. They 
use part of the money for other purpose. They borrow money for the cattle on the 
uuderstaading that they will pay every month. 

6298. Whom do they borrow from 7 — Generally they do not borrow from the people 
who purchase milk from them. Where they sell most of their milk in cities, they 
borrow from the city milk dealers, at other places from money lenders or from 
agriculturifito who are well-to-do and doing some business. Sometimes there is the 
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** kandha ’’ system there, that is, they take Rs. 20 and they accept responsibility for 
Rs, 21 or Rs. 22 and this sam is to be recovered by ten instalments and when any 
instalmorit stops, the interest continues again at 12 per cent, on the balance. I think, 
therefore, the actual interest must be high. It may come to 12 or 15 per cent. Here 
perhaps some facilities may be given and credit cheapened. 

6290. As regards poultry keeping, is there good marketing of eggs ? — Yes ; from 
the Surat district they are sent to Bombay and Ahmedabad. 

6000. Have you any experimental farms in Gujarat 7 — Yes. There is one farm in 
Surat and there is another at Dohad. 

6501. Have you any demonstration farms ?— -They are mixed. No attempt has 
been made in the past to keep accounts in such a way that we can have reliable 
data. 

6302. Have yoh or hew* your Department tried to hnd out what is the actual cost of 
cultivation per acre 7 — Some general enquiries were made in the past, but no thorough 
enquiry was started. 

6303. On Government farms 7 — No. On private farms. 

6304. Has any literature been published on this subject separately or in magazines ? — 
In magazines you may get one or two articles on the farm in Broach, whicli were actually 
put before the Royal Commission on Agriculture. There is one article written by 
Mr. Joshi and nearly ten years' data are taken. 1 have one bulletin corning out shortly. 
Of course this work has been done on the college farm by setting apart all the labour and 
the equipment just as a farmer would do. It is a special irrigation farm, and therefore, 
we find that there is work on all the 300 days. It is a very intensive farm. VVe bad 
three blocks : two blocks under irrigation and one under dry. This will be shortly 
published. 

6305. Would it be published as a Departmental bulletin 7 — Yes. 

6306. Mr, Kartuit : Taking an ordinary village in Gujarat and its indebtedness, 
tliere might be villagers who might be classed as eligible for financial help from co-0|x?ra- 
tive societies, and there might be others who might be claBscd as absolutely ineligible 
for help under the present rules of co-operative societies. What would be the proixu lion 
in your opinion of these ineligibles in a village ? — I would ratluu' refer it- to the 
Assistant Registrar because I am not acquainted with the details. 

6307. Your general acquaintance with village life does not enable you to give this 
information 7 — No, because he has got actual experience. I cannot give you any definite 
percentage, but in certain parts of Kaira district I do not think there are many people. 
They must have already gone out of the province. There are other )->eopIe who are 
industrious and have a big family. These make their living there. 

6308. You have emphasized the i>oint about the extravagance owing to social 
ceremonies, etc. 7 — Yes. 

6309. And you advocate a sort of propaganda ? — Yea, 

6310. Assuming that customs could be changed by propaganda and assuming that 
they do not spend extravagantly on ceremonies, do you think those who are now hope- 
lessly in debt could then be brought within the fold of successful farmers ? — I doubt 
very much, 

Mr. B. 8. Patel. 
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6311. In tiist C6we your proposal is not feasible ? — My proposal is for hopeful 
cases. 

6312. Speaking about secondary occiipations do you think it desirable that 
occupations should be such as might be done for six montlis out of the year and within 
the village ? — I think, if I am right in understanding you, you mean some sort of 
organization of factory v^ork. It may give work, b\it how are you going to market the 
goods and where are you going to market them ? I am entirely thinking of a subsidiary 
occupation for his own Use and local village use and not for export. Of course, there 
are possibilities in certain lines where you may export ; probably lace work is very much 
developed in Madras and they are exporting it. 

U313. If you agree in the first point of view that in the interest of agriculture as far 
as possible during these six months of unemployment the man should not be w^caned 
out from his farm, how would you manage these works ? — It is not necessary that all 
these six montlis he will be free. Sometimes he will be free for a feW' hours in a day and 
at other times ^^ou will find him very busy. Excepting a certain niiml>er of days when 
he will be free for a few' hours, for the other days he wall be busy. Now on these occasions 
if he can have a simple occupation, say dairying, which I do not consider separate but 
I consider it a part of agriculture, or if he can prepare cloth for himself or w'eave skilfully 
or have any other handicraft w'hich may have some market that is not outside India. 
I would supply first to the Indian market. Of course he will want an oi'ganization and 
all that he can make something out of it. He can supplement his income. 

6314. Which would be a more serious difficulty, that is to say, skill for production of 
cloth at a reasonable price or is it a (piestion of marketing ? — There is no question of 
marketing, because here the question is of getting sometliing for his la]x)ur. He is not 
there as an actual labourer or living only on his business of handicraft. The question is 
of getting something for his lalK)ur. 

6315. Do you not realise that if a man by going outside his village can earn more ho 
will never care for the industry which you say he can do for a few^ annas a day during 
his idle hours ? — We will not be able to provide for all the 80 per cent, of men. Let any- 
body, who wants to go out to earn more, go. All that wo have done during those 60 yea s 
is wc have employed only 10 per cent, of the people into this kind of work. 

6310. Do you know that in the census taken for the years 191 1-1921, those who have 
gone out from agricultural occupation are reported to bo something like 14 i>er cent, 
taking the presidency as a w'hoie ?-“This is found in the inquiry of agiicultural 
w'ages. After ail, the percentage is very small. It docs not matter but it shows people 
will leave the village if they earn more outside. 

6317. But now there is still another factor. There are those who leave the village 
and have gone out of agricultural labour to factory labour or other labour, which is much 
more than 14 per cen^. ? — How do you then get 70 per cent. ? 

6318. They are still half agriculturists for the six months ? — I know some farmers 
who themselves have gone to Ahmedabad, but those who have any chance of making 
their living in the villages generally do not like to go there. Even if we put the percent- 
age that go out at 14 or more it still touches a very small portion of our population. 

6319. You have a great deal to do with dairying on modern lines ? — Yes. 

6320. As a bigger industry for cities and not os a smaller industry, has it any 
scope ? — This is a very difficult problem because it is a question of organization in 
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rilUges and there are certain difficulties in its way. First of all you have to collect pure 
milk from small farmers. 

6321. But can you not have a dairy on modern lines on a bigger scale to supply for 
cities like Surat or Broach ? — Of course milk is produced round about Surat. 

6322. If you have finance, as you say you have, and if you with your knowledge of 
modern dairying can arrange an organization in Surat city, do you not think that you 
would give employment to a lot of villagers round about the city ? — It will not be employ- 
ment but they will get more money, but this organization is itself not easy to bring 
about. 

6323. What are your difficulties ? — We have to collect pure milk, and secondly, it has 
to be cooled or pasteurized and then it should be sent to the city, but the city people do 
not want pasteurized milk. They want fresh milk, that is, unheated milk. 

6324. Is there this prejudice ? — Yes. Besides it involves a lot of capital. You can- 
not do this business on a small 8(,ale to make it profitable. This is a different kind of 
finance, quite different from the farmer's point of view. This is from a commercial 
side. 

6325. Even then do you mean to say that there is want of that much finance in 
Surat 1 — Yes. 

6326. You mean capitalists will not like to have a new experiment. Finance will 
have its own ways 7 — Yes. 

6327. What about poultry keeping ? Here suppose you organize it as has been done 
in Upper Provinces, at least this will give occupation to inan}^ villagers 7- — Now they 
are using country cocks. If we can introduce improvement and if we can have better 
cocks we may get a larger production. Country hens arc supposed to give 50 or 60 eggs 
per year per bird and by putting better cocks we can increase the number by 20 or 30. 
I think there is some sort of organization for marketing eggs by the merchants and 
I believe they export eggs to different centres such as Ahmodabad and Bombay from 
8urat area. 

6328. Here I am sure either your Department or some other Department can 
introduce better fowls, would it be a question of finance 7 — No, not much. 

6329. FiiiaiKJO indeed would not be a great difficulty 7 — No, because it will be on 
a small scale. It is a question of certain amount of money for introducing these 
cocks, 

6330. Mr, Buckley : Coming back to the last question what would be the cost of 
keeping poultry on a small scale for an agriculturist 7 Are you thinking of keeping half 
a dozen fowls or a larger number 7 — »Tust half a dozen or a dozen. 

6331. As some keep them in their backyard ? — Yes. 

6332. Would this take a great deal of the time of the agriculturist 7 — No. 

6333. Mr. Desai : From your statement it apjiears that the security offered is not 
gobd and that is why they have to pay a high rate of interest 7 — Yes. 

6334. But the supply is there and the security offered is not adequate 7 — Yes, 

6335. Do you not think that the main factor should be to improve the security 
offered 7 — Nowada^^s both the things will have to be improved, 

Mr. jB. 8. Paid. 
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6396. Ba not agree with me when I say that money is being drained away by 
the opening of the branches of the Imperial Bank and such of their activitiee should 
theiofore be diseotiraged ? — It should be so arranged as to make money available for 
the rural area instead of taking money out of rural area by such banks. 

6337. The Central Cotton Committee in their Report state that in Middle Gujarat 
the percentage of farmers getting money at a lower rate of interest is nearly 94 per 
cent., is it so ? — •Yes. 

6338. From this it follows that the supply is quite aufbcicnt ? — Yes, the capital is 
there. However, I am told that these people have enough debts. I do not know how 
far this statement is true. 

6339. Professor Kale : You have given Rs. 10 per acre as the amount of capital 
required for cultivation. How will you analyse this sum of Rs. 10 ? — We have lent out 
money for a number of years to cotton growers in Surat district and the actual figures 
came to Rs. 10 per acre. 

6340. What does this include ? Does this figure include seed, manure and other 
things of this sort ? — I am afraid that a certain portion of this money is being utilized 
by the people for payment of assessment as well. 

6341. Does this sum include Government assessment 7 — A part of it includes Govern- 
ment assessment because they borrow money just before the crop is ready and they 
have to pay assessment before it is ready, 

6342. But does this sum of Rs. 10 represent the cost of production ? — No. It repre- 
sents a part of the cost of production. 

6343. What proportion would it be 1 — It varies with different crops. 

6344. You take cotton ? — It will come to Rs, 40. 

6345. Three-fourth of this sum will be possessed by the cultivator himself and only 
one-fourth is supplied to him ? — Yes. He has a pair of bullocks. Perhaps he has to 
pay in this case only for the seed. If he wants to buy any grain for cattle, then ho has 
to spend from his capital. 

6346. You say on the next page and the credit equal to another Rs. 10 per acre 
will be required in addition to Rs. 10 What is this expenditure ? — This is of a different 
kind for manuring or anything like that or for better fencing, or if he has well irrigation, 
this sum is to be spent. 

6347. So this extra Rs. 10 represents the interest upon the capital that he will have 
to spend for improvement ? — I have just taken it as a rough figure per acre including 
well-digging or for even pumping plant. For irrigated area 1 have taken Rs. 10 and for 
dry area I have taken Rs. 2. 

6348. Is this based upon any actual experience ? — No. 

6349. There is not much of sale cf ghee here carried on by cultivators ? — There is in 
the interior. Bardoli for example sells a lot of ghee. In Kaira you will not find much 
ghee being sold because there is a net-work of organization for purchase of milk which 
is separated and cream is sent out for further making in cities. 

6360. But this does amount to a subsidiary occupation, does it not ? — You can call 
it a subsidiary occupation or a part of agriculture. 

6351. But this subsidiary occupation will supplement the income of agricul- 
turists t — YeSt It has a vast 8oo|)e in Gujarat. A lot of ghee is |uroduoed. In faot 



88 


Ahmedabad and Kaira produce fodder crops. In fact nowadays the complaint is 
that a certain public do not encourage the collection of milk. Some people do not 
want this to be encouraged as they allege that the people do not drink any milk as all 
will be exported. 

6352. Do you think that there is a very great possibility for home.weaving as 
a subsidiary industry ? What hfiW9 been the experience of the last ten years ? — At least 
in Gujarat I am very doubtful unless they take to it on sentimental grounds or on national 
grounds. In some villages by propaganda they are doing it» but to what extent it will 
continue under the present circumstances is to be seen, but every chance should be 
given to this. 

0353. Do you think that apart from sentimental or other grounds, as an economic 
proposition it will be successful ? — As long as they can afford to do it they will do it. 
That is the unfortunate slate of affairs amongst the current people. 

0354. Do you think that it will he advantageous if the subject of spinning and weaving 
is introduced in middle schools ? — I have come to this idea after my study on the. subject 
of skill of Indians, and I personally think that we can study a lot from the old country, 
China. 

0355- What kind of subjects do you propose to introduce ? — In all the Central Europe 
they have many subjects, I do not particularly say that you should have only weaving 
or spinning. There are several handicrafts and tlie masses can be trained to be 
skilled workers in some of these and can earn something. 

0366. You say that there is some migration of agricultural labour. Is it outside 
Gujarat or to Ahmedabad ? — They may go to Afunednagar, Bombay or t o near cities. 

6357. But is the migration on a large scale ? — I could not answer this question unless 
I depend upon statistics, but I think it cannot solve our problem, 

6358. What wo want to know is to what extent it relieves the pressure upon agricul- 
ture ?— It will Iwi very little Ijccause the percentage of people who have still to find their 
living from agriculture is very large. 

6359. Mr, V. L. Mehta : You say that in respect of finance there is difficulty in 
Gujarat only amongst what you call the “ backward class ” ? — And perhaps amongst 
the hopeless type of farmers also. 

6360. Leaving aside the heavily indebted people, what would be the proportion to 
the total population of the backw'ard classes — I do not mean only the aboriginal 
tribes ? — I say that the kali class is one class. 

0361. What proportion would they be to the total population of agriculturists 
in Gujarat ? — It varies. They are fairly large in Pancli Mahals and Kaira. In Surat 
I could not tell you about them. 

6362. In most of the districts do they form a substantial proportion of the popula- 
tion? — In Ahmedabad, Kaira and in Panch Mahals they form a fairly large number. 

6363. Are all the tractors, you have spoken of, owned by individuals ? — Yes. 

6364. Do you think that there are any possibilities of introducing tractors which can 
be used by people in common ? — They use for a limited purpose, that is, when they want 
to open out the land and when there are weeds, but not for general cultivation, I think 
for these two limited purposes it is used. 

Mr, P. S. Falel, 
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6S65. Dt^you not think that if financial facilities are available, smaller people might 
take to them on a joint basis ? — I do not think so. 

6366. Are there any other special improvements suggested by the Agricultural 
Department which are not taken up by people because of lack of facilities ?— As far as 
I know, there is not much except oil engines and pumps. 

6367. Tfie Ckainmin : As regards tractors, are there any people who hire them 
out ? — ^There are one or tw^o peoi)Ie w^ho want to jmsh them and they do this work as 
a part of their business. 

6368. Mr. V. L. Mehta : You refer somewhere in your note to the necessity of having 

business experts for sale societies ? — I personally think that our co-operative ^vork lias 
been more of credit than iion-credit and this may be due to causes. In the case 

of sale societies, wherever they have been run by an cffic'ieiit management, they are 
successful. 

6369. Do you think the appointment of one expert for a union of co-operative socie- 
ties will be of any use ? — It will be useful in the initial stage. He will be able to train 
up a number of men. When T say this, I have at tlic back of my mind Ireland, where 
I spent a number of months for going into details of <! 0 -operative dairying. They have 
dairy experts wlio advise them on this point. My idea is have an exiHu t for a certain 
number of societies. 

6370. And not an expert for eacli society ? — No. 

(The witness withdrew.) 


Rao Saheb VANDRAVAN C. JADAV, B.A., Banker, Surat. 

Replies to the Questionnaire. 

SECTION I. 

Question 2. — At places where there are branches of Imperial Bank, there is a great 
convenience to exporting houses or their agentvS to have their demand bills on Bombay 
discounted on easy terms ; but at other centres great inconvenience and hardship have 
to be encountered. 

The bankers in the interior liave to depute their men to different places to got silver 
coins for which they have to pay a heavy premium. These coins have to be taken by 
rail to the different railway stations and also in the interior. Agriculturists are not able 
to detect forged currency notes and so they always insist upon having silver coins. In 
the taluka treasuries, Government receive silver coins in payment of land revenue, Init 
they rail tliese coins to the district headquarters ; and the bankers of the taluka towns 
have to wander in search of silver coins, because the merchants at taluka towns require 
silver coins very badly for making payments for cost of agricultural produce. If an 
arrangement can be made whereby Government may not have to remit the surplus cash 
balance from taluka treasuries to the district headquarters, the question of internal 
remittance Will be solved to a great extent. I, therefore, suggest that demand bills pay- 
able at Bombay or at district headquarters should be cashed at par at taluka treasuries, 
from those co-operative banks that have lodged security with Government and got a 
limit for this purchase sanctioned. On account of this arrangement, Government will 
MO Y 83 —12 
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spared the trouble and cost of remitting their surplus cash from taluka treasuries to 
district treasuries ; aiul the mof usNil merchants will be able to get cash in the interior from 
the co-operative banks. Besides the cash in the taluka treasuries consisting of silver 
coins^ etc., will l>o quite welcome to the merchants, who will be able to pay through co- 
operative banks to the agriculturists or mofuffsil money-lenders, in the currency that they 
require. The agriculturists and iuofuHsil money-lenders will find that the co-operative ' 
l>ank8 are always able to pay in the currency that they demand and consequently they 
will bo inclinfMl to keep tlieir moneys wdth the co-operative banks until such time as they 
require the same. Thus deposit banking will also be developt^i in the interior and the 
dearth of <Mirrency which is always experienced, at thc^ time when crops are removed, 
will be eased to a great extent. A heavy premium that has to be paid for silver coins, 
at interior places, will Jilso disappear. It will, thei’cfore, V»e to the interest of Covemnient 
and will also help in the national economy, if the balauces of taluka treasuries are liberated 
for the use of co-operative banks. 

Question T. — Adequate riiovisioN of long-term oredit against sound security. — 
Poor though we are in short-term V>anking facilities, we are poorer still in long-term 
credit. Our joint stock banks are modelled on British standard, and in Great Britain 
there are a jiumbor of underwriting houses that are prepared to provide long-term capital 
for industrial ])urpoHes ; ( onsoquently joint stock banks in Grojit Britain have not to 
undertake long-term finance. The situation is different in India ; and consequently 
bjMiks in India, whether joint stock or co-operative, will have to ti^ke up long-term 
business if they Want- to.i)e really useful to their clients. 

The usual practice with banks in Europe is lo make such advances on demand 
promissory^ noU^s, so that in case the management is not satisfied with their customer at 
any time, they < an bring prt*ssure on liiin to rediu e liis indebtedness. Three months 
accopt^inoes are also taken up for such advances, and renewals are given at the end of 
overy three raojiths. This practice is also cuiTt'ut- amongst people’s banks in Germany 
and is well worth being followed by joint stock and co-operative banks in India. 
Advances are there made oii three montlis bills and renewals are pretty freely granted. 
Credits have been renewed there with perfect safety, the security being good and to the 
bfwik’s benefit, for ten and even twenty years. 

Mr. Darling in his book ‘ Co-operation in Germany and Itiiiy ’ writes : — It is a 
liction of modern banking that joint stock banks do not make long period loans, t.e., 
loans for over a year. It is true that they will not be made for more than six months or a 
year, in the first instance, but if the security continues good, they will be renewed 
again and again. In this way loans may run on for twenty to thirty years.” 

Home limit must,' however, be put on such type of business and if the policy of not 
accepting such business beyond a <*ertain limit, say otu -fourth of working capital, is 
accepted, there will be^ hardly any troulile on account of this long-term business. I 
would, therefore, suggest that both joint stock and co-operative banks should undertake 
long-term hiiance within certain roa.sonable limits. 

HECTION II. 

Indigenous bankers of this city do all that is expected of a banker in modem times, 
except that they '“do not allow drawings to be made by cheques, but instead* 
make payments to the account holders personally or honour their written orders conveyed 
by a note. They open drawing accounts and in those accounts they allow overdrafta 

Bao Sahiib V. O. Jadav, 
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to merofaante arid manufacturers. They also finance the dealers in agricultural produce, 
by acting as their bankers and honour their payment orders conveye<i by letters and 
receive from the dealers humlis which tliey draw on the exporting houses for whom they 
are acting as agents. Thus they also finance agricultural produce only for a couple of 
days until the railway receipt is received. On receipt of the railway receipt, the detilers 
are able to draw demand draft. s ou the exporting houses and the mdigotious bankers' 
dues are paid by these drafts being credited into their account. These bankers also 
purchase and soil hurtdis on Bombay and other principal places of business and thus they 
are able to handle some portion of inland exchange business. 

Similarly these bankers also allow overdrafts to shop-keepers dealing in cloth, house- 
building materials and other articles required for local consumption. They mostly give 
them short-term credits and require the shop-keepers to pay into their account their 
daily cash balance, and thus the debt is to be. paid off, in course of about one month, 
when a fresh advance will be made to them for sending a remittance to Bombay, for cost 
of purchases made from there. 

^ They also accept deposits in l urrent account and interest is allowed on daily balances 
at a rate of interest varying from ‘1 to b pt>r i cnt. Fixini deposits are also rw eived by 
them. Being very well known in their district, tlmy vero getting large amounts of 
depOvSits and sometimes these were free of interest. Indigenous bankers in laluka towns 
also work on the same lines. 

In this way an indigenous bfuiker does all that is done by a modem bank. 
The difference betv wn tl\o tvo is in the volujnc of business, and publishing of accounts. 
A joint st(K‘k bank has mucli larger operations and is publishing its accounts twice a 
year, M'his creates great tn* < ontidence in the minds of the public. '^I’hc result, of this has 
been that the indigenous banker is losit\g his <leposit« and is being driven (Hit of tlm field 
by the joint stock banks, exchange banks and t h<^ Imperial Bank. Thus we lind the 
number of indigenous bankers being reduced from year to year. 

If Indian joint stock banks vero occupying the Hold of indigenous bankcus and v'ere 
reiideriug the same assistance that indigenous bankers wore remh'ring in linancing kKial 
trades and industries, I would not have been sorry for the change ; but the fivd is other- 
wise. floint stock banks optm braiu h(>B with the principjvl object of ( olltM ting de]:)osit.s 
from lo(?al centres and passing them on to the luvid office. Thu.s money is being drained 
away from rnofufinil stations, and the industries of those places, therefore, get 
ianguiBhe<l. 

''.riie only service which joint stock banks in fowois render to the local jieople 

is to handle a portion of their remittam t^ business, and develop deposit banking. 

The Imperial Bank is acting in no better way in the wofmsil towns. It does make 
some advances but. the proportion of advances^ to the amount of deposits collected by it 
at mofussil tovvnis is <pute negligible, and the result of all this has been that the trades and 
industries of mofusml towns are famished for want of adequate financial ac('Oinmodalion. 
The public do not get any idea of the working of these banks at. mnfu^Hll tow^ns. They 
cannot know wdiat amount of deposits have been received by the.so banks at the mofussil 
towns and what amount has been loaned out, Mdth the object of fructifying the local 
mduBtriee. If these banks are compelled to publish these figures at the mofvssil towns, 
the public will get a real idea of the doings of these banks. As at presemt people are 
lured by the big figures of share capital and Working capital which the balant^e sheeits 
of these banks exhibit they are thus induced to deposit with them in preference to 
indigenous bankers. The result is obvious. The indigenous banker is fast dying out 
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and the joint stock banks, exchange banks and the Imperial Bank ate occupying the 
field of collecting deposits and utilizing the same in the Presidency towns, with the result 
that the local industries are fast dying out. 

The district central co-operativo banks are to a certain extent just like joint stcK’k 
banks. They have also been getting large amounts by Way of deposits. It is true that 
they have to utilize the amounts thus collected for the benefit of their district, but the 
development of their loan business is veiy poor and, consequently, a good portion of the 
moneys collected l)y them have also to be sent to Bombay, sometimes as deposits \\dth 
joint stock banks and usually in the Bombay Provincial ( ■o-operative Bank. The Bom- 
bay Provincial Co-operative Bank is also faced with the same difficulty and the surplus 
funds of district central banks pas.sed on to the Bombay Provincial Co-operative Bank 
are mostly utilized in short-term deposits with joint stock banks. This is bec^ause the 
village Co-operative Credit Movement has not been <leveloped fully and on right lines. 

vSimilarly the urban people’s banks have been able to attract deposits, but they have 
not as yet been able to develop the loan business. The bye-laws of some of these banks 
allow them to deal with small men for small business only ; while in the case of those 
banks whose bye-laws allow dealing with bigger merchants, traders and manufacturers, 
this aasistanco rendered to bigger men is viewed with great disfavour in the co-operative 
circle. 

The result is that even the co-operative urban banks are playing the same role as the 
joint stock banks in attracting deposits and not meeting the needs of lotml merchants, 
traders and manufacturers. Complaints an? often made by the local merchants that 
there is Jiardly any difference between a joint stock bank and a co-operative urban bank 
inasmuch as both of them do not give any assistance to them, but monej^s are drained 
from mofusml towns to the Presideiir^y towns. 

The result of all this has been that financial asHistiirncc is curtailed for local trades and 
industries, and consequently, even the agriculturists are worse off, on account of the 
indigenous banker being driven out of the hold, and no .suitable agency having taken his 
place. • 

However, so far as the Imperial Bank and Joint stock banks are concerned, at places 
where these btwiks have their brandies, they are eo-openiting with some of the indigenous 
bankers ajid <'throfJ\s whose endorsement they generally ask for before they discount 
demand hundi,s or usance bills. The only difficulty is that those banks do not care to 
interest themselves much in helping the local trades and industries ; while on the other 
hand the co-operative banks consider that they are out to elimiiiaie the middlemen and 
so they are holdbig aloof from indigenous bankers ; (Consequently this important class of 
businessmen, thinking that they are not likely to bo helped by co-operative banks, take 
very little interest in the development of the Co-operative Mo\'ement, and there is hardly 
any co-ordination between indigenous bankers and co-operative banks. 

if we remember that it is very risky to deal with small men, we should not mind dealing 
witli mdigeiious bankers who will be prepared to take greater risk and will w’ork hard to 
recover their dues but will undertake to finance whom the co-operative banks will fight 
shy to help. Therefore, at places where the Imperial Bank and joint stock banks have 
not got their branches, and where it is not possible for them to open their branches, it 
should be considered to be the duty of urban co-operative banks to co-ordinate with the 
indigenous bankers and finance such men, as are not eligible for being financed by the 
co-operative banks or wffio do not care to deal With them. 

J?oo jSaM V. C. jodav. 
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In spite of the present position being rather unsatisfactory, I hare great faith in the 
future of the Co-operative Movement* — ^specially co-operative banking — and am quite 
confident that in course of time, we shall be able to evolve a system whereby the indigeU' 
ous banker will be absorbe<l in the working of urban people’s banks and will l>o rendering 
great assistance in the development of these banks. I see a great future for the urban 
people’s banks movement, and am quite confident that in course of time the Co-operative 
Department will be pursuaded to give greater latitude to urban people’s banks which will 
be allowed to handle any typo of safe business that is likely to develop the country’s 
resources. 

Both the Imperial Bank and jomt stock banks should take greater interest in the 
development of local trades and industries, and should finance the mercliants and manu- 
factures through the indigenous bankers. At places where joint stock banks have not 
got their branrhes or where joint stock bank.s are not prepared to take up this work, it 
wdll be the duty of urban people's banks to tmance the local trades and industries, either 
directly or through the indigenoys bankers. 

The mdigenous bankers should be registered and should publish audited balances sheets 
once a year, and they nuist receive every kind of assistaru'e from other banks, jt>int stock 
or co-operative. The audited balance sheets of indigenous bankers must be acceptexl 
by the income-tax Office and their aecoimts should not be ransathed with the object of 
finding out the names of their depositors. 

Besides the bankers described above, there are also money-lenders and sotvcarn, Whoso 
w’ays of w orking are not quite wdiati they should be. They charge exorbiUint rate of 
interest and make various kinds of levies on their eonstituents. Their fwcount books 
are not quite reliable. It is quite desirable that these money-lenders shoidd give pass- 
books to their coiiHtitueiits and they should record all their transactions in the same. 
In the interest of poor illiterate people, there must bo some check on the dealings of these 
money-lenders. 

Question? 4. — business, — Commenial bills or trade bills though common in 
Presidency tow'ns, are not common in mofnsf<il towns. The rnofusml merchants are not 
accustomed to accepting hundin and making regular payments of same ; consequently, 
for goods supplied to them, the doliler is (‘ompelled to give credit, and he is not himself 
able to make his duos liquid. Further business is, therefore, very much hampered, as 
the dealer has only to rely on open credits that he may be able to secure. 

Banks in mofussil do not ('are to develop huiidl business as their main function is to 
collect deposits from vioJussUh and pass thorn on to Bombay, whore they can profitably 
utilize their funds without making any special exertions. 

Besides usance bills have to bo w'ritten on stamped paper, and therefore, in order to 
avoid payment of stamps, the merchants are using various methods, whereby the debts 
are not easily negotiable and are not therefore in a liquid form. Post-dated bills are not 
uncommon. Similarly mere receipt forms, acknowledging the receipt of moneys which 
are called purjas arc very often re.sorted to. If stamp duty on usance bills is removed, 
people will resort to drawing hundis in a standard form, which will be very popular and 
will easily pass on from hand to hand and will thus serve the purpose of currency. But 
the main difficulty about developing of hundi business is to induce people to draw and 
accept the same and pay them regularly on duo dates. There are no associations amongst 
the merchants dealing in different kinds of raw commodities or manufactured goods, and 
there is no one to make them w ork on organised lines ; while there is a great competition 
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Amongst meroh»nt« dealing in manufactured goods, and bo the necessity of pushing 
on the sales is very great, and the result is that goods arc despatched on open credits. 
AH efforts to induce the outsitia dealers to accept hundis drawTi on them by the exporting 
merchants fail and the latter are not co-operating amongst themselves to frame rules for 
the conduct of their business ; so they have to give the former open cre<iite and arrange 
for their own linancee by paying heavy rate of interest or by curtailing their 
business. This method must sooner er later end or else it will not be possible to 
develop industries in India, Karring the Presidency and other very big tow^ns, inland 
export Jiiid import businesH is not benig financed by trade bills ; (I mean usance bills 
and not demand biUs) and it sliould lx? considered to be the main function of every 
bank or banker, joint stock, co-operative or indigenous, to induce merchants, dealers 
and manufa(’turer», to take to this important method of financing their business 
operations. 

(1) Vll, — H k. Exemption kkom Income-tax to oenuine Ck>-0PEEAT.iv.E Banks. — 
The ijicidence of income-tax levied on co-operative banks on profits derived from outside 
the ('o-operative Movement is a great hardship to co-operative banks. Co-operative 
banks are compelled to employ outside the Movement such of their funds as cannot be 
employed within the Movement. They are also cojn])elled to punhase Government 
paper and such other securities in ortlor to arrange to keep sufficient liiiid resources. 
The whole of the incomo derived in tliis w^ay is charged by the Income-tax Department ; 
but the wdiole is not the profit mfvde by these banks. The actual profit can be arrived at 
by deducting from the amount earned in this w^ay, ^h© amount of average interest paid 
on de])OHit.s received by the bank, (k)-operative banks earn lialf a per cent, to one per 
cent, net on such investments outside the Movtunent ; and if they have to pay income- 
tax at the Tate of one anna per rupee ; on the gross interest earned from outside 
the Movement, tliey w ill be actually paying as income-tax, live annas per half a rupee or 
one rupee of their net income from the outside source. 

I shall explain this more clearly. 

If a co-operative bank gets deposits at an average rate of 4 }>er cent, or 4J per cent- 
and tvirns 5 per cent, on its iji vestments in Government J^per, and if the scale on whicli 
it is charged income-tax is one auim per rupc?e, it will have to pay five annas on every' 
Ks. 5 earned ivs interest on CTOveriiment paper, w'hile as a matter of fact it has earned 
only half a rupee or one rupee, if the amount of inttuest it has to pay on its deposits 
is taken into account. Thus it pays five annas for every half a rui>ee or a rupee 
earned bv it. 

This intddenco is very hard and comes in the w'ay of co-operative banks developing 
deposit banking even by investing in Government papers. 

(1) VIII. — Lending busiinjss is very much curtailed by the operation of Indian Stamp 
Act w'hich makes understamped demand promissory' notes and bills of exchange 
inadmissible in a court of law', and therefore, the w'^hole transaction l>ecome8 null and 
void. A heavy penalty for an luiders tamped document will have some meaning, but 
de<^laniig the tmusaction resting upon an understamped document, to be absolutely 
unsustainable at law , bonoiits neither the Government nor the x3eople but merely helps 
the debtor iu escaping from his liabilities and deprives the lender of his just dues, and 
thus credit is vei'j’^ much curtailed and people are encouraged into hoarding moneys 
and not lending them to others. 

BmB0kibV.€,J^v. 
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Similarly the operation of Limitation Act is instrumental in curtailing credit. If a 
person files a suit after the period of limitation has passed, it will be equitable to provide 
that no interest will l>e allowed after the period of limitation has passed. The Act may 
further provide a heavy penalty or higher court fee stamp in sucli cases, whereby Govern- 
ment may l>o benefited ; but there is hardly any sense in allowing a man Ui escape the 
payment of his duos, merely on the ground of limitation. It is needless to reiterate that 
such Acts of Government are coming in the way of development of credit and a great 
distrust is crot^tod in the minds of people who naturally prefer keeping their moneys 
in gold and silver rather than risking even their j)rincip}vl amount, by lending 
it to others. 

Insolvency Act. — This Act is also at times resorted to in a dishonest way, so much 
so that the vonaacular expression deoaln is considered equivalent to dudhnralu tnlimiu 
taju. Before insolvency petitions are filed, properties are often transferred or sold t^o 
friends or relatives for bogus debts created and after the iusolvont gets a discharge, in due 
course, he is once again seen enjoying all luxuries which his hidden 'wealth can purchase, 
(Credit is, therefore, very much curtailed. 

If law provides that even discharged in.solvonts will have to pay to their past (vroditors 
at the rate of eight annas in a rupee of the principal amount of debt on the date of 
insolvency, should their position improve any time in their life-time, the number of 
insolvency }>etitions will l)o very muc h decreased and a good many of the debtors will 
try to make compromise; with their creditors and thereby the distrust amongst people 
will be very much lessened. 

SECTION 111. 

Question 1, — Those persons who do not take interest on their moneys are willing to 
take rent on lauds and buildings. They are also prepared to share in the profits mad© 
by a biisiaess undertaking which does not dispense credit but merely trades or earns 
commissions. If invostqi^ent trusts are formed, such persons will also he 'vVilling to hold 
shares in investment trusts which may be‘ promoted to purcthaso shares in industrial 
undertakings. Arrangements can be easily made to interest these 'persons to make 
investments in one or all of tlie above types of ('oncerns much to the benefit and develop- 
ment of the country' ’s resources. 

Before the advent of the British, in India owing to instability of Government, 
the people had no other go but to hoard silver and gold or to purchase land. Sinco 
the last seventy-five years we have no doubt secnired st-ability of Government ; but 
the trurrency policy of Government is responsible to a gretit extent, in not inducing 
the people to give up their age-long hoarding habit. The silver (‘oins which are current 
in the market, are mere token coins and have the intrinsic value of only half the amount 
they represent. There is no gold currency, l^ooplo know that they can have as legal 
tender money, either paper currency or token silver coins, but they cannot get gold coins 
in exchange for these from any Government treasury or Government bank. Consequently 
the illiterate people who possess money, though the number of such people is very small, 
think of nothing else but to purchase land or to hoard silver and gold. 

The distrust amongst people has also not been removed and the various Acts 
of Government such as the Dekkhan Agia^ulturists* Relief Act, Indian Stamp Act, Limi- 
tation Act and Insolvency Act, which make recoveries of advances difficult and at times 
even impossible and which are instrumental in making the just claims unsustainable in 
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a court of law, are fesponsiblc for the present state of affairs. ' Credit is not, therefore, 
developed and so the people do not give up the habit of hoarding gold and silver. There 
is naturally, therefore a desire to purchase land. 

If Government were to declare gold sovereigns as legal tender and were to open 
mints for gold coins and if .suitable amendments are made in the Acts which are 
at present in favour of borrowers, and just protection is given to the lenders, people 
will gradually give up their hoarding habit and these moneys v ill be freed for industrial 
development. 

Qukstioks 3 AND 5. — Except in a few big towns, there are hardly any facilities for 
purchase and sale of securities in banking, commercial and ind\iKtrial undertakings. 
Bigger people can come in touch with reliable brokers in Bombay ; but those who have to 
make small investments fall into the clutches of unreliable and unscmpuloiis brokers 
through whom they lose their moneys. With a view t-o give a push to the above typos of 
undertakings, and to find o\it capital for the promotion of wellaonceived companies, it is 
nooessary to have some reliable houses through whom people can make investments in 
such concerns. A certain percentage of commercial and industrial ( oncems are likely 
to come to grief and investments made in these are likely to be lost, if small investors 
lose their hard-earned money, they got nervous, and su( h investments are then shunned. 
This comes in the way of finding capital for commer<“ial and industrial undertakings. 
The best method to avoid such catastrophes would be to promote co-operative investment 
trusts through which small people can make inveistmerits, in various joint stock companies 
and co-operative societies, so that instead of twenty eggs being in one basket they can 
have them distributed in twenty baskets. I have read a little about such investment' 
trusts, and am very much in favour of same being promoted in this Presidency. 
So far as Surat is concerned, w'e have a very large num)>er of people interesting 
themselves in shares of commercial undertakuigs and a very large number of them 
will be quite willing to join such a co-operative investment truvSt, if one is organized 
for Surat district. 

Question 4.— As at present, the major portion of the banking business in India, is in 
the hands of exchange banks and banks manned by non-Indians as managers. A very 
small percentage of tlie Indian ]KM)ple can sign in the English language. This percentage 
is hardly 3 per cent, of the total population. English education amongst women is on a 
much lower scale. In spite of this, it is a pity that most of the banks, manned by non- 
Indians as managei‘8, require that the vernacular wuiorsemerits of men as well as women 
must be verified before a magistrate before the cheques bearing tho.se endorsementB can 
be paid. Some of these banks are kind towards men, whose edorsements in vernacular 
language are acceptable to them ; but the days of chivalry having gone, they are not 
willing to extend this courtesy to women, and vernacular endorsements of Indian women 
must be attested before a magistrate or a Justice of the Peace or by two witnesses known 
to the bank, before such cheques can be cashed. One fails to see whit h sections of the 
Negotiable Instruments Act or which banking priixciples require this. Unfortimately 
for us, we have very few' banks having Indians as managers ; and ( onsequently, these 
European managers are not yet feeling the business pinch of learning at least one vema - 
cular language, writh the object of giving facilities to the public. As banks are public 
institutions, it is high time there should be some legislation compelling banks to engage 
at least on© officer who know^s the vernacular of the district and wdio will l>e authorized 
to pas© cheques l>earmg vernacular endorsements, 

^ SaM V. C\ Judav 
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Illiteracy of the people is responsible to a great extent in not developing the cheque 
habit. Home of those people who are as literates, do not know how to make 

correct endorsements on cheques, and therefore, their signature or endorsemente on 
cheques have to be returned unpaid by bank oHicials. 'Ibis ercHvtes a great antipathy 
and heartburning towards the banks and such people are afraid of having any dealings 
with them. If the rule once a be;irer always a bearer ” is accoptexl in honouring the 
cheques, bearer cheques will gradually be as current as currency notes. 

Oral Evidence. 

(11171. The Ch/iirmnn : Kao Sabob .ladav, you are the Managing Hirector of the Surat 
People’s Co-operative Bank, Idd.. and a District Honorary Organizer, Co-operative 
Societies, Sui'at ? — Yes. 

6372. By profession you are a banker ? — Yes. 

6373. Do you do purely banking l)usine.ss nr do you do (^tbcr business as well V— 1 do 
business on the lines on which jomt stock )>anks do business iit piesenl. but on a very 
small scale. 

6374. You do not do the business of an indigenous banker ?- -No, 

6375. Wbat is the difference ?— Indigenous bankers generally give open credits. 

6376. Do not indigenous bankers here do hnndi business ?--- They do demand hundi 
business and not usance hutidi business. 

6377. But did they do it l)efore ? f think tJii^ husinoss was going on before when there 

were more and their paper was current. 

6378. N<nv tiie uuinber of shroffs luis gone down ?- Yes, and the money also has 
disappeared. The shroffn have not unich money now. Pornu*rly they used t<' get good 
deposits. Now they do not get enough. 

6376. Why is that so V— Because there are postal savings hanks, there are the casli 
certiticates and there ar(i joint stoc k banks ; most of the casli goe.s to these pku’es, and 
shroff's do not get enough money. 

0380. Is it bex'ause the rate on deposits offered by shmffi^ is appreciably less than what 
these other agencies offer V — I think the publisliing of accounts b\ joint stoc k banks and 
the status which (Government itself holds, gives them a much superior claim to get 
deposits. 

6381. But many shroffs are cd very long-standing ? — Yes, but their accounts are not 
published. Looking to the history of shroffs iji Surat we very often tind that a shroff 
himself might have establislied a tirm, but his son does not come up to the mark, and of 
course, the business goes down and his son’s son is w'orse off. 8o after tw'O or three 
generations we generally find that tlie successor is not as clever as his predeceesor. 
Therefore the business goes down. 

6382. Tliat means in the case of indigenou.s banker.s it is only the personal fac tor that 
comes in the way V — Yes ; it is one of the fac tors. 

6383. It is not an organization ? — No. And in these days of organizations we want 
a trained banker to manage the firm and not the proprietor’s son, even though he may be 

capable^ 

6384. In the taluka places indigenous bankers are still predominant ? — No. Depoeite 
from mofussil are passing to mercantile banks. 

6385. How do they deposit their money ? — Through some agente. 

MO y 83 — 13 
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6386- Do not many of thcBe indigenous bankers trade on their ovm capital ? — ^Yee ; 
they trade on their capital hut it myst be a limited business. One’s own resources 
are bound to be limited. 

6387. Has the capital for tinanciiig trade in kiluka places considerably diminished ? — 
Yes, and there are also various other factors, over and al)ove this. The ^hrojf^s business 
on the whole does not pay owing to the litigation charges and didicidties arising out of 
the Insolvency Act, ihe Limitation Act and such other difbculties in Oivil Procedure. 

6388. Even in the ca.se of lii\ai\{ e for trade ? — Yes, because they are linjincing on open 
credit and they do not take itny security aud so they have to tile suits to recover their 
dues. When I recontiy went to JWdi and (’hikli to organize an urban co-operative 
bank, the nhrojfs there told me that it would be very good foi' them if an urban bank 
Were organized, and they would deposit their money in the bank and w'ould be content 
with earning six per cent, interest. 

6389. You have heard about the other proposal to give an agency of the fniperial 
Bank or the l^serve Bank to some individual indigenous banker or a group of indigenous 
bankers to do tluur work in inhika platres ? — Tiu.s will a go()d thing. 1 w'ould not 
oppose it. Of course the co-operative system has its own ways, but all (cannot he mono- 
polised by co-operation ; and iii the interest of the development of the industrial resources 
of India, all these methods may be tried. 

6390. Would you entrust tln^ agj^iicy w'orl< to an individual indigenous banker ?— 
Yes, provided lie is rogistertHi and his a<‘count8 are audited. 

6391. Would you like these iudigenous bankers do tlieir ow^u business at the 
same time ? — If they expect to get enough business from the Imperial Bank as the agents 
of the Bank, they .should not be allow'ed to do their ow'u husine.ss. But, I am afraid, 
they would not get enough Imsiness to make both ends meet. 

6392. Do you not think the tw*o interests would clash ? — 9'hey w'ould clash to a 
certain oxbmt. 

0393. In plac'os where such indigenou.s hankers cannot be found, do you think that the 
urban co-operative bank would be able to w^orkV — I think so, ]»rovided certain restrictions 
imposed on the bank are taken away, and sufii( ient latitude is gi^ en to these banks. 

6394. In your note, you refer to certain dihi< ulties of the bankers in the interior, and 
you point out t wo chief didiculties, viz., ditli<-ultiea about discounting hiittrli^s and payment 
of silver coins, .\re there no facilities for discounting and selling hutuli.'^ in the taluka ? — 
No ; they have to go to district headquarters. 

6396. Even in a place like Bulsar ?— 3'hey have to go to 8urat. Tliere may be one 
or two shroffs in Bulsar who may discount hundis to a .small extent. The discounting of 
hundls and giving of silver coins go liaiid in hand. In encasliment of the Imiidi the 
merchants want silver coins, because they ha ve to make payments in silver coins. 

6396. Are there any taluka treasuries liere wdiere arrangements are made for discount- 
ing drafts ? — I do not know. 

6397. Do you want arrangements of thi.s kind to be made ? — Yes ; such arrangement 
may bo made witlra co-operative bank or a joint .stock bank or an indigenous banker, 
provided they have made arrangements with (iovernment by lodging securities# In my 
note I have claimed this conoession for co-operative banks, but I w*ould add the other 
institutions as welL 


Hao Saheh F. C. Jaduv. 
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631)8. there no faoilitieH about supply bills V — That facility M^ould be no jiood. 

The bankers mu-st be in a XK>sition to discount' their h undies to the extent they want on a 
particular day. 

6301b Ihw.s iv(jt your suggestion practically amount to this, that these banks should 
give long-term loans though they receive short-term deposits ? It is not like that. We 
advance money on certain securities, and the aiTangement is that if the business of the 
party is sound, and if the bank is satisfied, and if the bank its«df is in a position to 
continue the arrangement, it may do so. 

6400. He may have locked up that, amount in some long-term loan ? — It is on security 
that h*e has borrowed and not ()n personal credit, and therefore, he csii lodge tliat set'urity 
somewliere else, if necessary. 

6401. How muc h will you advance on the se( urity ? — From one-third to lialf the 
value of the Hecurit\\ 

6402. How many firms of indigenous bankers are there in Surat .? — There are nine 
firms here, some of whom are pure hankers, and other.s arc r/^o/i-.y/s, who are doing 
hanking business as well as dealing in gold and silver ornaments. 

6403. Do they get deposits V — Yes. 

6404. In your note, you say something al)out financing for a. couple of days until the 
railway receipt is received. Wlnit actually happens V — Most of the cotton merchants 
have made arrangements, say, wit h the firm of Falvira Keshavji for honouring their rhiiJiu 
»So wlicnever a commission agent selects his cotton ;'nd sends it to a merchant in Bombay, 
lie would order the tinn of Kakira Keshavji to j)av tlie agriculturist, hakira Keshavji 
Would pay the agriculturist and debit his account. As soon as tlie railway receipt is 
received, on tendering it to Kalli Brothers, he would get a draft on Bombay and this 
draft w'ould be handed over to l»akira Kesliavji, who would recoveu’ money at Ihimbay. 
Since the (.‘losing of this firfu, fbe Imperial Bank has practically got the monopoly (*f 
the whole business. Shroffs are not able to do t his business as ilje5" ca.nnot compete with 
the Imperial Bank. 

6405. Would it he a credit transaction ? — Yes, giving credit for one or two days. 

6406. Is tliere no necessity ior such credit V — Now tluit. ti)e credit is not available, 
people tyre not making use of it. 

6407. Does it mean that tlie agriculturists are not }>uid immediately ? — Yes, sometimes 
they have to wait for payment for some time. 

6408. According to you tlie difTorence between the indigenous banker and the joint 
stock company is in the volume of business and the publication of account. Is it 
not ? — Yes, one d<>es ziot publish the accounts, while the other does it. 

6409. Do you think that indigenous bankers would agree to publish their accounts V — 
Those w'ho would agree would ho given concessions. Those who are registered must be 
accepted as shahjogs. 

6410. la it to be done by legislation, or i.s it a question for the commerf ial community 
itself ? — 8o far a.s the payment of cTos.sed cheques is concerned, when a crossed cheque 
is sent through a registered banker, the amount should be paid to him at the counter. 
It would be a great concession. At present shroffs have t (3 hand over cheques to the 
joint stock bank, but as soon as the banker is registered, all cheques Would pass through 
him, and for this purpose the Negotiable Instruments Act must be amended. 
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6411. You «ay that money haw been drained a>yay from 7nofus^<il stations. Has it 
affected the buBinesa of indigenous bankers ? — It has practic ally killed his business. 

6412. Since when ? — Since the introduction of the postal savings banks and ])ostal 
cash certificates and promotion of joint stoc k bank. 

6413. Was there not a drain before that ? — Just before that there was no stable 
Government, but when everything was becoming stable, this drain began. 

6414. What is the edass of people who put money in the savings bank ? — 1 find even 

peons, salary earners, \Veaver8 and people who earn liardly Kh. 25 or Us. .30 per mouth 
are putting some money in the savings banks. , 

6415. You say that the bye-law's of the Ib-han People’s Bank allcnv them to deal with 
small men for small business (»uly. Do you mean tliat thc^ limit iij) to wliich advances 
could be made is small ? — Yes. 

6416. (Jould not that limit be iinu’eased, if the fjuids are enough ? — You cannot get 
funds unless the rules allow' bigger people to c ome in and get benefit. At present bigger 
people discard the bank, because they cannot be helped by the bank. 

6417. Call your urban bank not advance the nec essary amount V - My urlMiii bank 
can advance any amount on security, 

6418. Is there no limit ?— No ; but we ha ve recently restricted louding to one indivi- 
dual in proportion to our working capital. 

6419. Speaking about the Imperial Hank and joint stoc k lianks. you say that tlie 
banks do not care to interost themsedves muc*h in helping the local trade and industry'. 
If it paid them to tinance these industries, they w'ould do so. Dot's it not mean that it 
does not pay them ? — All Imsiness rc^ipiire some ]>ropaga.nda and some exertion. In the 
7 no/us.^il the moral backbone of buHinessinc'n has run down. H, therefore, some exertions 
are made, the joint stock banks would be able U) take up somc^ business c>n safer lines ; 
but they do not exert in tliat direction. As tliey Jiave an cuisy ^\'ay of making investment 
in Bombay, they get instructions from Bombay to remit money to Bombay. Besides, 
Bombay people are nc/t interested in the nt.o/uf<sil trade and industry, and the bank agent, 
W'ho is sent here, does not caiTy much weiglit wdth the Bombay directors. 

6420. You say that the Imperial Bank and joint* stoc k banks should finance local 
trade and industry througli the indigenous bankers. If the indigenous bankers liave 
credit, can they not get> advances from the bank V — The whole luethod of w'orknig the 
joint stcK k bank is sucIj that people in tin? ttwfmud are not ready to adopt this method, 
and it is on that acc^ount that the indigenous bankers arc not gc-iing to the bank. 

0121. What is the method — The inerehants must draw- tlio humliy and it must be 
endorsed b^^ a shroJJ. 

6422. Are indigonous bankers accustomed to this huudi businc^is ? — The merchants 
are not prepared to draw and acn^ept hundifi. The fihroffb are able to do demand bills 
busiuoas, but they are not able to develop usanc^e bills busmess. 

6423. Is ik not because there is less confitlonce that the usance bills have gone out 
of existence ? — There is confidenc e. We have the pwrja system. The local zaveris used 
to get large loans on pwrjus. f*urjas are simple receipts for money. No date is put 
therein for repayment. The date of the receipt of money is jmt. The receipt would be 
like this : “ i have received fixim such and such a man so much money.” And the 
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intcnial arrangement is that it is to be paid in two months, This is done possibly to 
avoid the stamp duty. I have seen ladies also dealing in such hundin in Surat. I may 
add that the other day the Manager of the Bank of India came to Surat to open a brai^h 
here. 1 said, ‘‘ I would not wish your bank to open a branch in Simvt because you would 
take away our money And he said, Our idea is changed. We would make invest- 
ments in hxTal indu8trie.s and tnide.’* I said, Then, we would welcome you." 

6424. What distinctions do you make between bankers and money-lenders ? — Money- 
lenders deal on their account, and they seldom get deposits. 1 distinguish them 
from indigenous bankers who are working on the same lines as a joint stock bank does, 
w'horoas the money-lendeis do the business of money-lending only. 

6425. Speaking about hundis, you stale that people sometimes do not pay hundifi 
on due dates. Do you think that is the i hicf cause why the liundi business is not 
developed ? — Yes. Tcople are afraid that they may not be able to pay their hunditt 
on due dates. 

0420. Did they lionour them l)efore, on due dates V — 1 have no idea of what they did 
lifty years ago. 

0427. Was there hundi business at that time '/ — Yes, there was. l\)ssibly there was 
some conticlonce in tlic bankers at that time, that the bankers will renew th(‘ huiidif if 
necessary, l»ut at present the inen haiits may not have the ('oiitidence. 

0428, Is the hiotdi business .stoppe<l be(‘ause hxindi'i have not been honoured ? — 

Somehow the hnml 'i business is stofH) 0 <l, and it is to be reint roduced, 'kradtirs are nervous 
about accepting because they have no contidejieo in thcii' bankers for renewing the 

same, if neec>ssary. 

(i420. Do you think tliat these banks exact payment on the du(^ dates, and the old 
f^hroff/^ used to give acconimodation ? - lh)ssibly they had greater contidenco hi getting 
renewals from the old •s7o'o//k‘, ionl renewals may have to be given. Jf w<' road the 
liistory of the European banking, \\e tind that rencnvals have to be given and are 
being given. 

043ih Sptavking alioul the Insolvency Act, you say : “ The venuyular ex])rossioii 
dcvahi is considered ecpiivalejit to dudJK'imln- kilianii Uijn " . What is the meaning of tb« 
phrase V — To take milk at the tlinner is a sign of richness. Ho, uJio wjwits to becomes 
insolvent, will liavc milk for his supper and he Will keep his botton) quite sound, liefore 
he becomes insolvent. 

6431. Do you think, if gold cunem y Were introdured, people would not hoard gold 
coins V — If the people are c unvim ed that whenever gold is wanted it is available, they 
will not hoard. For the lirst few years the gold will be absorbed, but after some 
yoiirs, when people are conviueed that gold is available, their desire for gold would be 
satislied just like the hunger of a satiated man, 

6432. Do the people who lioard silver eoins not know that they arc token ? — 4Tey 
know, but they prefer them to currency notes, as the notes get spoilt, and they lose the 
whole amount. 

0433. In the last paragraph of your note, you say ; “ If the rule ‘ once a Ijearer always 

a bearer ’ is accepted in honouring of c heques, liearer ehequf'ss will gradually be as eurrent 
as currency note^ ". Do you refer to the re<*ent decision of the High Court ? — There is 
some dihic-ulty that the rule is not finally adoptefl, and the Act requires an amendment 
on that scoi’e. If, therefore, the Act is amended in this way, the difficulty would disappear, 
and bearer cheq[uos will negotiate more freely. 
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1 >0 the people who deal in Imtidis accept this vie^ ? — Tliey do. 

0435. Are thene cheques not liable to be i rossed 'i — That does not matter ; but the 
” will remain, and there would be no difficulty of en<lorHement. 

J/r. I'. 7v. Mfhta : Woiikl you like this suggestion of once a bearer alw'ays 
a liearci ” to apply both to < hequos and to hundki ?- 1 iiave thought of it from the point 
of view of ehequcB only. 1 would not be able to tell you what the merchants would feel 
about it , but 1 ( an .say this that in hundis people have iiot the difficulties of endorsement 
as they have in ciie(jue,s. So the rule once a bearer always a liearer ” would popularise 
cheque.s to a very great extent. 

<1437. l^rtfJesHor Kale : You can provide for tlio linam iug of small industries either 
througii a joint stock bank or a <‘o-operative bank. Would it make any difference ? — 
doiut stock lianks w ould not linance small industries, because there would not Iw enough 
busines.s to i>ay the oxpense.M of management. In case of t o-operative banks the expenses 
of manag(;ment would be less, because there would be some honorary workers in the 
initial .stages, when tiiere is not likely k) be enough busine.ss to pay its way. 

013S. Will you not re(juire export management in < o-operativ e l)ank.s ? — Yes, tiiat 
is why 1 luLve suggested that tlie pnictice of people's banks in (Germany should be 
followed here, 

(U39. Is it your ex])eriejice in this <listvict that n\<>ney lying with the indigenous 
bfiukcrs is n(»w utilisc^d more nud more for lineal industries. sucl\ as j>resses and gins V 
In some other districts w'c found tha.t s/<ro/'/>>- and mon(*y -lenders have no^v turned to 
dovelojnnout of some local imlustries and arc putting their money in gins and oil presses. 
1.S there such a ttMuleiicy here ? — Some of our rich men are doing it here, 

t)440. li» your statement you say tliat local iiidiistties are fast oying out. VVdiat do 
you mean by local industries ? — in Surat wc liavc goUl thrcjul and silk and cotton weaving 
industru’s. 

b441. Do ytni think tliat they are dying mainly ow ing to want of capital or because 
of comj>etition ? — Yapital is the main factor, and there is ( oiiipetition too, and there is 
also w ant of organi'/ation. 

(>442. JVr. y. //. Mihia : You suggc.st the r<‘viviiig of the systtuu of usance bills. 
Has your urlniTi hank mmle any attempt in that direction '( — Y('s. 

<i44.3. What is yunr e.xjKuioiicc ? Have you exiieriem ed any special difficulty ? — At 
prt'sent the manufacturers comj)lain that there is a lot of comjKditioii among themselves 
for the sale of goods. Manufacturers have no organ isat ioti. and therefore, they are not 
in a position to induee tlu^ importing tirms to accept hiindi^ against goods }>urc}iasetl on 
credit. Unless these merchants are organised, it will not Ik' |X)ssihle to induee the 
importing tirms to accept the hundh dravvn hy the exp>rting firms. 

0444. AVho (exactly would do that V — Merchants must comlriiu*. .At present they an? 
cutting one another's throats. They must Ikj organiarxl, and there sliould Ix^ an organisa- 
tion as in Bombay, and the Iknuhay Association should take a lead in lielping their 
rnofusml hnUhren to form an organisation. 

0445. Is there mueli Imsiness being earried on in Surat ( ily profK?r and in mvfmsil 
tow'ns ef granting advances on the .siH'urity of gold ajid siJ\er ? — Yes, we have very large 
business. 
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6446. Is it being done by indigenous iMuikers or by a sf)eeial type of bankers ? — This 
busmess is lieing handM In^ chokmit ; but roceutly the ImjR^rial Bank lias mitered this field 
and the chohn» here are very nervous lest they should losi^ their Imsiness. I’he Impm’kl 
Bank has eornmeneed this business siuee the last year. Formerly it was done by chok-nSy 
and their business has In'cn very mueb affec ted, 

6447. Have you any idea of the rates of interest at which these a<l vaiu es are made ? — 
The Imperial Bank, I am told, is doing at one percent, over the bank rate, and the choksU 
UBed to charge 7j to 9 per cent., and they used to charge oven 12 per cent, in case of small 
loans. 

6448. Can you tell us from your ex]>erience whetlior the rates wore higher or lo\\er 20 
or 25 years ago for this type of advanees ? — Formerly the rate for advanees against gold 
and silver ornaments was 6 ]>er cent. 

6449. Mr. Kamat : You said that money is Ijeing drained away from tlie mofuMil 
stations to the detriment of small industry's. What is your n'lnt'dy to eounb ract this 
drain ?- -TIh' (‘o-o}>erative banks are sure to take tip this business of tiuaneing mofusHil 
trade with the co-ordination of indigenous hankers. My opinion is that this cild method 
of indigenous banking must give place now to the present method of co-ordinated 
action. ^Ve aix' no>\ in. a different world. We have all over tlie vorld organised# 
aetiom and it would not l>e possible to develop business if the indigenous bankers 
are not organised. They might merely carry on (heir business on their shmder 
resources, but if yon want to sto]) this drain, there is no other way Inil to stand in an 
organised form. 

6450. You say the indigenous bauki'r does all that is done by a nuHleni bank, and on 
the other hand, you say that lu* is dying out bec*auseof Ids out-of-dat<‘ nudhodB. Is he 
doing the business iji the same way as a joint stoek bank dix^s ? — He is doing it on a 
small scale. He receives deposits, ojh'Ms curn'iit ai coimts and grants cash credits, but 
he is dying out 1 k'< aust' he is not organised and is not registered. 

6451. Would you like these indigenous bankers to Ix^ n'gisteix'd ? — Those who care 
to Ik? registered will have greatiM’ credit in the eyes of the })ub!i<‘ and will get, certain 
concessions. Urnler the Negotiable Instruments .Yet crossed elieipjes preseuterl through 
these registered bankers should lx* am e pled for payment by banks. 

6452. Should they be on a list of recognised bankers ? — Yes. 

6453. Taking any diJitrit t, what is your model for the organisation of bajiking from 
top to bottom ? If you are asked to map it out, how would you ai iangt? ? Would you 
allow the Imperial Bank or any exchange hank to opt^n a braneli in idJukas ? — I am 
not in favour of branch hanking at all. 1 would like to work on tin* American system, 
and have separak? co-operative banks in separate places, 4110 district central 
co-operative bank would lx? a central bank for agricultural finance. There should be a 
district eo-ojierative urban bank for urban banks in a district and for' the taluha 
towns separate urban banks, and in the villages I would have co-otx'rative societies 
and un reformed money-lenders. 

6464, \^^>uld you not reform them also ? — T would like to, if it is jxissible to do so. 

6455. Mr. Demi : There is a story^ that Atmaram Bukhan of Surat in the times of 
Shivaji hod extensive banking business, his h/undi business being far and wide, and liis 
credit stood so high that even a hundi tied k> the branches of a tree was hoiionred. Was 
there mu<*h hundi business i arried on by indigenous liankers ? — Certainly. 
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6456. Why has the hundi biwineKs dwl out under the present circiimstaneefi ? — ^At 
present there is no eo- ordination ix? tween the joint stock bank and shrofj^tmd merchants, 
and there is not enon^ii confidence for developing hvndi business. 

0457. What kind of centra! financial institution do you want ? — I want a central 
federai reserve institution, which would not o|x»n Inanches and not cojnj)ete with other 
banks. At present the Imperial Bank has o]jened l)ranches and is coin]H‘ting with other 
joint stock banks and bankers in the mofunsil. 

fi458. Do you want an institutkm, whi<h must a bankers’ bank? — Exactly; it 
might l>e the Imperial Bank converted into siu h an institution, or a separate central 
federal reserve institulion. 

0459. You say : '^!’he indigenous bankers should l>e legistered and should publish 

audited halaru e sheets once a year.'’ Do you want ttuit the iiKiigenous bankers should 
be registertMl in the same way as other joint stock hanks are registci‘cd ?— Kot* in the 
same way as other joint stock banks. The joint stock banks ar(' rcijistered under the 
Indian Companies Act. and they have* to follow ( ertain pnx ed ure. 

0400. VV'hy should they be n^gistered V U they arc registered , they M ill publish 
their a<’couMts and annual balance sheets, and th<‘ fuiblic ^vil! kiioM' what tlicir position 
is. We had the firm of Fakira Keshavji in Surat. 'I'h(* tinn has disapjKnired now, 
aiui nobcHly knev' mIio the proprietor of the tirni was. If a tinn is registered, 
they will have to <lc( lare the names of partners, the amount of theii’ OM'n t apital and the 
amount of deposits received by them, and tht‘rt‘l>y the jH'oph* would know the financial 
yjosition of t he firm. 

0401. You said that the indigenous bank<‘r, if he is registeied, should be considered 
a fihahjog. Is that the only coma^ssion, or is there anv other <M>ncession to tii(‘ indigenous 
banker, if he is registered ?- 'I’he audited balance sheets of indigenous bankers should l>e 
aet^epled by t lie Im ome-tax oflice. 

0402. Is it not a minor thing ? — No ; 1 liave Ihhui told by many that it is a 
very important thing. At prescuvt tlio Ineome-tax otli<e examines the account hooks 
of these bankers to find out the names of de[K>sitors, and therefore, many of their clients 
do not deposit with them. 

040.’k Should the indigenous hankers not get fiuaiu ial lielp ? — My idea is that 
indigenous bankeis are so intelligent that, with an organistxl bajikiiig that Me are sure 
to have in course of time, indigenous bankers will have their own place in the business 
world, ami they are bound to Ik? helped by the joint stock banks and co-operative banks. 
The nioment they ai‘e registered, the joint stock banks would W moi*e inclined to help 
them. 

6464. Is it a safe argument to rely on the competitors’ lielp ? — They wdll cease to be 
eomp 4 ‘tiiors. At the joint stock hanks are not our competitors for making 

advances. They are only competitors for attracting deposits. If indigenous Imnkers 
arc registered, they will have some status in the eyes of the public , and they will be able 
to get deposits from the public, and thus they wdll develop the business. 

(The witness withdrew\) 
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RATIVE BANK, Ltd., SURAT, by Diwan Bahadur THAKORRAM 
KAPILRAM MEHTA, C.LE., LL.B., Chairman, Surat People’s 
Co-operative Bank, Ltd., Chairman, Gujarat Urban Banks’ Supervising 
Union, Ltd., and President, Surat Borough Municipality, and 
Rao Saheb VANDRAVAN C. JADAV, B.A., Managing Director, 
Surat People’s Co-operative Bank, Ltd., Vice-Chairman, Gujarat 
Urban Banks’ Supervising Union, Ltd., and District Honorary 
Organiser, Co-operative Societies, Surat. 


SECTION I. 


Ao Rid tlLT URAL CREDIT AND CREDIT FACn^rTIES FOR SIVIALL INDUSTRIES. — We first 
take up the question of linaneing the agriculturist and while doing so, we have to speak 
about the village credit movement. 

While strenuous ofTorts are being made to heljj the small agriculturists, the bigger 
landholders and agriculturists are left alone to be at the mercy of the money-lenders. 
The agricultural business of small cultivators is not suffit'iently remunerative and most 
of them are not in a position to make both ends meet. To add to this, they have 
at intervals to meet the various social expenses which compel them to run into debts 
from as well. I'tider the circumstances, loans to these are not considered 

absolutely safe, and fuiihcr development even in this restricted direction is checked. 

In order that the smaller cultivators can make both ends meet and be able to meet 
their liabilities, they must supplement their agricuTural iridustry by some other 
subsidiary exa-upation ; and until this is doius the eflbrts of the village credit Hocieties 
cannot be crowned with the success that can be ex|XMded of the same. 

lu the managing committee of most of the village cr(*dit societies, we are not able to 
attract the proper type of people to serve on the committee. The struggle for existence 
is very keen, and when all have to work vc:ry hard to makfi bc^th ends meet, it is 
very difficult to find out men to work on the managing committee of village credit 
societies purely out of self -sacrificing spirit. Most of those who are at present working 
on the managing committee of village credit societies are either men who cannot under- 
stand how banking business can 1x3 safely and profitably conducted or are men who are 
there merely for self-aggrandlsoment. The Ix^tier <fiass of people who cannot satisfy 
their needs from the village credit societies remain aloof. 

With a view to attract the Ix^tter class of agriculturists to take greater interest in the 
development of the Co-ojx^rative Movement and to induce them to serve on the 
managing committee of village credit societies, some system must be evolved, whereby 
they may think it worth while to develop the village credit movement, and until the 
co-operation of the better and educated class of agriculturists is sought in some way or 
the other, we do not see any better prospects for the village (.Tedit movement to develop 
further on safe and sound lines. 

The village credit societies are very often spoiled by memlxirs of the managing 
committee who are themselves in arrears or who have granted benami loans and have 
themselves taken advantage of the loans advanced in the names of others and are not 
in a position to repay the same. Such members ar^ not eager to press for recoveries 
and thus the societies get into overdues, 
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The only solution, to come out of this difficulty, that suggests to us is that loans to 
members of the managing committee of village credit societies should be sanctioned and 
advanced only by the central financing agency on the recommendation of the supervising 
union and that in such cases the usual maximum limit for advances to one individual 
should not apply, provided the applicant gives as security property of the value of twice 
the amount asked for or gives sureties whom the supervising union and the 
central financing agency consider quite sufficient for the advance. If the needs 
of memlKirs of the managing committee of village credit societies can thus satisfied, 
we shall gradually find that the better of agriculturists take interest in the 

Co-operative Movement. 

The village <*rcdit movement should further lx? (-o-ordinatixl with the non-credit side 
of the movement; and while sanctioning sptMial borrowing limits in individual cases, 
the Registrar in all cases, and the central financing agency while they make advances 
to committee members, as sugg(;sted alxnt^ should see that the a[>plicants have joined 
the non-credit organization of their district and should have an eye on the proceeds of 
the applicants’ agricultural produ<;e sold through the sale society. Most of the 
members of the village credit soeietit^s should also be members of the several sale 
Hociotios in their area, and while assesHiiig their credit- worthiness, the valvie of their 
agricultural produce sold through tin? several sale societies should be taken into 
consideration, V’igorous elTorts should be made to promote supply tind sale societies in 
all districts, and all agriculturist members of existing village credit societies should be 
induced to join the same and have their needs satisfied tlirough them. 

Efforts should also be made to induce the small agriculturists to tak<* to some sub- 
sidiary occupation, and eo-operativc societies for a group of villages shoidd be f)rganized 
for the several 8idc-industri(*s. The success of a village credit so< icty can he really 
gauged not only from its financial operations, Imt these should l>e supph inentod by 
raemlxrs of the society joining in several non-credit societies as wtdl as the co-operative 
societies for .subsidiary occupations. Special attention should also be ])ai(l to find out 
how many small agri(adturist mcmlxrs of a village (Tcdit .society have joined this latter 
tyi>e of co-operative society and taken to .some subsidiary occupation and how many 
are yet out of the fold. 

Attraction of the better <‘Iass of agriculturist.s as memlxu-s of village credit societies, 
promotion of non-credit soeieties in all districts and sanctioning of special limits to 
members of the managing committee as well as to others on the .strength of the 
agricultural produce that is sold through sale soeieties and inducing small agriculturists 
to take to some aide industry either indiv idually or by forming a eo-op<uati\'e society 
for the same, are the suggestions that we have to make Ixfore this l.’ommittee, and if 
they are adopted, we are confident that they wdll go a great way in helping to fully 
meet the short-term finaneial needs of agriculturists. 

SECTION U. 

Urban People's Banks. — While taking up the case of small trader and industrialist 
in our district we come to the working of the urban people's banks movement. 

We are sorry to have at the outset to point out that the treatment so far given by 
Government to this branch of the Movement has been step- motherly. All the energies 
of the Co-operative l^epartmeiit have been, till very late, directed to the development 
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of the agricultural side of this Movement in the rural area, and even when the 
did think of developing the urban people’s banks movement, they were not pr«|p«red 
to give any tiiioncial help to these institutions even in the initial stages. The reftttlts 
so far achieved cannot, thi'refore, be anything but poor from a banker’s point of view. 
What do ^^e find ? The men working in the development of the urban pi'ople’s banks 
movement are the pick of the co-operative ^^orke^s. They, therefore, command very good 
local credit, and so tin* institutions, that they luive pioneered, arc flooded with deposits. 
But this is not enough, fi is only de\ eloprncmt of onf‘ side, the easier side of banking. 
The more diftioult part of banking business, i .( the business of making advances, remains 
undevelojH'd. Why is this so ? The reason is not difticult to find. The business of 
granting loans must be handled by an exjn^rt banker or else tin* bank is likely to come 
to grief. An (‘xpert banker cannot had, c\<‘ept for his price, and oui people’s banks 
are handling business of such small profiortiouK that they cannot attord such men in the 
initial stag(‘. Wherever there has been all round development, it i« due U> expr^rt 
assistance of some evpt riciiced local man. At places where this is not available, it will 
be found that only oru* side of banking, deposit banking, has Iwaui dcvclotied. 

Of late the (’o-oix'rativc Department has been advising very strongly to these banks to 
have well paid and well-trained managers and other staff ; l)ut bank managv^rs cannot 
1)0 had to order and fresh graduates in comnuTce, however ek‘Vor th(‘v may be, (‘auiuit 
posbess the mas'ssarv business experience and local knowlt^dgi* to be able to satisfactorily 
handle the business of granting loan.s. C’onsequeiitly, men who possess th(‘ necessary 
(piahfieatioiis, both theon'tieal and jinictieal, will liave to be engaged, and wdien we 
eotibidtT the extent of the operations of most of the urban people's banks, we cannot 
but say that they cannot afioid to pay for a really (.’ouqxdcnt liaiik manager. 
The C\)-o])erative Department <-annot eorifi<ieiilly give wider powers to these banks 
unless they engage the services of an expert banker, and the lianks cannot pay for such 
a manager, until their busimxss is .suftieumtly <J<‘\ elopcfl, and thu.s wf‘ are in a vicious 
ciri'le. Sonic one must be prepared to bear the loss in tlie initiaf stage which cannot, 
under ordinary eircumstaiices, Iw more than three years. 

One great and important idea in the minds of all earnest co-operators is that ( o-opera- 
tive banks aie miaint for small jieople, and so they should deal with small men. If they 
have surplus funds, i.e., funds for which they <‘annot hnd small business, they must 
invest tlie same in other banks, but on no account should they finance rnodenite business 
oficrations of local <’itiKenH even after the needs of small men have Ix^en fully met. The 
oft-given reason for this is that bigger buBiness is meant for joint stock banks, and if 
eo-opt*rative banks handle th(‘ bigger business, they become unco- operative in character, 
and therefore, polluted. 

While we are on this point, we cannot help giving the following quotation from 
“ Co-oporativo Banking ” bj" Mr. H. W. Wolff. 

“ To keep the bank, true to its purpose, as a Peoidc’s Bank and a Co-operative bank, 
various authorities have laid down certain principles, which of themselves do not fully 
meet the requirement of the case, but which have bct*n here and there adopted as preli- 
minary precautions. Thus it has been pretty fre<iuently laid down that, in the event of 
conflicting claims, exceeding collectively in amount the cash available, preference shall 
invariably be given to small business over large. A further argument, purely prudential, 
is pleaded on behalf of such practice. It is contended that over the wider area the 
same sum of money is distributed in the smaller amounts, the safer will the 
collective business be. 1 cannot altogether subscribe to this, as a general rule, since the 
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•mail borrower may be individually the lees trustworthy. Leen D’ Andrimont, in the 
People’s Bank founded by him at Liege, would not permit any one person to lie allowed 
credit beyond 5(M>0 francs in all. In his opinion, apart from the preferential considera- 
tion due to small business in a people’s bank, people, who require more, w ould obtain 
better terms by going to some other establishment. Once more I cannot subscrilie. 
The co-operative bank is likely under all circumstances to be cheaper than an ordinary 
bank. And, although, of course^ the particular object of a co-operative bank is to provide 
credit for those who could not otherwise obtain it readily and cheaply, i.c., in the main 
•mailer folk, and to such work its manager’s attention should be steadily directed, 
I cannot sec why so very hard and fast a line should be drawn. 

For a co-ope^rative bank it is sometimes diflicult to make small business suffice for 
itself. To keep the l)ank self-supporting you must have a certain current of business. 
And so long as it is not carried to excess, there seturis no reason w hy some larger business 
should not be employed to tiarry the small more easily along. After all, the proper tost 
is not the magnitude of the transaction but its character. ‘ 

We bow to the views of this veteran eo-ojx'rator and <lesire that this may lx* the accepted 
policy of the Go-operative Department in the development of urban people's banks 
in India. 

Besides, there is a good deal of misconception about what is small busiriess and w hat 
ifl big business. To our mind the tinancial accommodation given by a co-operative bank 
to a poor trader, artisan or industrialist, for productive purpos(‘ must at least be such 
that, w'ith this help the borrower can at any rate earn enougli to maintain his family. 
And such accommodation required to earn just enough to maintain one's family should 
be considered small, whether it actually amount.s to Hs. 50 or }|s, 2.000 or lis, r>,(KK). 
Besides this, there is financial assistance required by middle class people. By this we 
mean those p<*ople wbo not only desire to earn enougli to maintain their family but 
also enough to keep them in ordinary decent comforts. »Sucli middle class ^x^ople must 
also lx? financed by co-opi*rative banks ; Ix^cause th<‘ ideal of co-op<?ration is to raise all 
men to the level of the middle «das.s people ; and so whatever lxi the extent of the 
financial accommodation required for financing the business operations of these middle 
class people, the same should lx* considered co-operative. 

On tbe other hand, the business of very rich merchants and traders, who can be called 
capitalists, and each of whom w ill require finaiieial assistance for Rs. 1(K»,(KX> and above, 
may be financed by joint 8t<x*k banks, and such business may be called big business, 
and the same may not be usually financed by co-operative institutions. 

It would, therefore, be wrong to deny from co-operative banks financial assistance to 
middle class traders, manufacturers and industrialists, who are only trying to earn enough 
to maintain their family and keep them in decent comforts, and who are not out to 
make huge profits and collect huge capital so as to be able, later on, to roll in luxuries. 

Besides, if it were possible for joint stock bank.s to successfully open branches in small 
market towns, and find enough middle class business, to meet the expenses of the branch 
and eani a little profit even after being out of pocket for about three years, they woTild 
have gladly opened branches in such centres ; and co-operative banks would have been 
safely left to do the very small type of business exclusively, and thus continue to remain 
fully co-operative. But the ciroumstonoes are such that joint stock banks cannot 
find sufficient amount of middle class business, in small market towns, and so the middle 
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daw tradesmen and industrialists of such towns have to be famished for want of proper 
banking facilities, or the co-operative ideals should be made more accommodating 
to their needs. 

The difficulties experienced by joint stock banks are not to Ik* found only in tlic small 
market towns. Even in bigger market towns and cities, where joint stock banks have 
opened branches, we very often find that they develop only one side of the business, i,e., 
deposit banking, and the business of making loans is citlier not handled or is handled 
only in a few selected places whore plenty of business is available. 

There may be two reasons for this. Firstly, in cities of mediocre size, the volume of 
business may not Ik* sufficiently big to enable the head office to put the branch in charge 
of a really eoTnpe.*teiit manager who can be safely entrusted with the business of advanc- 
ing loans, and secondly, as these banks are not keejiing local advisory committee in all 
places, the head office is not conversant with the standing and respf.K’tabibty of various 
jx*rsons desirous of dealing with the branch, l-nder these circumstances, co-operative 
banks hav^e a vast unlra versed fi(dd to work upon. The co ojx^rative banks arc also in 
a very happy position so far as local knowledge is con(*ern('<j. They have a local hoard 
of directors, a local discount eonimitt(‘e, and so they arc in a posit ion to gauge the credit- 
worthiness of their members. If, therefon*, the pi'ople's hanks (‘an Ik* allowed to tack on 
the middle class business to the smaller one, they will Ik? abh* to pay th<*ir way and thus 
1 k‘ able to cngngi? the services of an extK*rl lianker who will first provide full facilities for 
small business and then will also take up the bigger business that may Ik* offered. 
Worked on this line, there is a very good held for the develojiinent of urban jKopkfs 
banks inov(*ment ; and if the Department grants financial assistance towards the (K)st of 
engaging an expert hanker in the initial stage, it will lx* rendcTing yeoman service in 
the d(*volopment of banking in geiK‘raI. If the resouri!(*s of (iuvernment cannot, allow 
liriancial assistanc-e in individual cases, we strongly recommend that such assistan(*e may 
with advantage be given for a jxwiod of five years to supervising unions of urban banks 
winking in each linguistic division. 

We would now substantiate by figures what we have said above. In Gujarat, we have 
urban people’s banks in the following places : — 

Bulsar, Surat, Rander, Ankleshvar, Broach, -Jambusar, Kalol and Godhra. 

We are giving below a short summary of the figures from their last balance sheets. 



Figures of umking of mod of the Urban People's Banks in Gujarat as on 3Isi March 1929. 


no 
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Total .. 1^87,565 14 1 1,43.7:14 2 4 ; 1,40. 735 2 J1 1,37.089 1 3 1,20,105 11 0 00,322 3 2 16.401 11 
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Even a cursory glance at these figures will show that though Aiikleshvar. Jambusar 
and BuLsar have been able to attract deposits, their business of making advances has not 
progressed, and what little business has been handh'd by these, banks is only of the 
small typi^. 

We would here like to mention that it is the small Imsiness which is more difficult to 
handle and which is likely to be such as will not enable the borrower to earn enough to 
maintain his family and pay the bank instalments, and eonsequently, the piTcenlage of 
arrears in this class of loans is likely to be higher. It is only wlien the safer type 
of middle class business is tacked to the small business, and even in the small business 
offered, only safe business is accepted and the unsafe husincss rejected, that the 
development will Ik‘ on sound lines. 

8imilarly in the case of Broach I’rban Bank, though the amount advanced is projKir- 
tionately higli, the loans are made to small pt^ople and so lliere is the saune diffienlty of 
heavy overdnes. 

( hir experience of small loans in Surat IVof)le's Co- 0 |»erative Hank meri'ly eonlii ins us 
in our lu'lief and so Ave aie d(‘tinitcly of opinion that urban people’s hanks innst aec(‘pt 
small, medioere and even big business, provided it is safe. Safety must be the 
first eonsid<‘ration and the magnitude of tin* transactions a second considiMal ion, and 
as latAveen small and big but equally safe busine.ss, preference sbonld always be given 
to small business. 

In most of tlu‘ |>laces mentioned above and in many other tahika towns, the bigger 
men hants will not l)e more than half a do/>(‘n at most, and so it will not be considercal 
worth AAhile by joint stock bank.s to ojK'n branches at these places. Wt‘, therefore, 
maintain that this field must either lie unoccupied or development of hanking i.s p(»8sibi(^ 
only through organization of urban jample's banks. - 

Hi'sides, urban |K‘ople's bank are not allowed to deal with pi ivate unregh^tensi firms or 
witli joint stock companies, or utlier corporate bodie.s. It, therefore, comes to this that 
if it is not possible for one jierson to carry on a busim.'ss with the reaonrce.s that can be 
available to him and if he desin s to combine with one <>]• more persons to carry on tlu^ 
business in the name of a linn, eo-ojHTative banks cannot deal with the firm though it 
may deal with the partiurs individually. In these days, it is absolutely neeessarv for 
every busim'ss organization to have a bank account and to have a reference from 
his banker. Every business organizat i(»n will also like to send t<^> its creditor a cheque 
drawn by itself on its banker, and if a private firm cannot o|hmi a drawing account with 
a co-operative bank and has to resort to a joint sto(‘k bank for this purpose, how is 
it }x)s.sible for the tmsiness of co-ojK*rative banks develoj; ? It also seems very 
Btrange that if a group of persons are individually too ])oor to wo, k a bu-siness, and if it 
is ne('es.saiy for them to co-opiwate amongst themselves to start a business, and if the, 
business is such that it does not nec^essitate the (m-ofieration of more than ten persons sr> 
as to enable them to form themselves into a co-operative sooiety, are not these poor men 
to be encouraged to co-opt‘rate amongst themselves and profitably conduct their 
business ? Why should financial help from co-opi*rativc institutions Ix^ denied to them ? 

Similarly we fail to understand why joint stock companies should not bc^ he4>cd by 
ea-opt‘rative banks ? In thew days, it will not he by showdrig animosity towards an 
institution standing for opjKJsite principles that we would l)e able to ifurease our foM, 
hut if we allow the institutions holding opposite view^s to join our institutions and be 
benefited by them, we sliall be able to win their sympathy and make them change their 
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faith. If it is profitable for people to form themselves into oo-operative societies 
in preference to joint stock companies, and if we allow joint stock companies to benefit 
by being memlKirs of co-operative societies, we are sure, such joint stock companies will, 
at any rate, embody some co-oiierative principles in their working, and this will be no 
small victory for the co-operative principles. 

However, development of the businf^ss and industrial resources of India is of far 
greater importance at present than fighting for co-oi>erative or joint stock principles ; 
and so long as a joint stock company is not startled in competition with an 
existing co-operative society, but is started for the development of a new industry, 
which it will be very difficult to organize on co-operative lines, I s^^e no reason why joint 
stock enterprise should not bfi lielped by co-operative organizations. All that is 
required is selection of the proper type of joint stock entorprise for admission to 
membership ; and after all in a co-operative society one person has only one vote, and 
so if a joint stock company is a member of a co-operative society, it will not be able to 
have things done as it likes, but it will have to go by the d^u ision of the majority of the 
members. In mofumil towns, industrial enterprise on joint stock lines cannot be 
promoted or successfully dcvoiope!i but for the banking facilities made available to it, 
and if the industrial development of India has to be undertaken, the necessary banking 
machinery must be created. It may joint stock banking, if possible, but if that is 
not possible, why should co-operative banks be debarred from liclning selected joint 
stock enterprises of tlie type descrilx^d above ? 

The apathy of <;o-opt;ratorH towards joint stock companies doe.s not stop here. Even 
if tlie shares of approved joint stock com panics arc offered by members of an 
urban }KX)ple's bank as security for an advance applied for by him, the same cannot ho 
taken as a sccuiity. Of course it is risky to advances large amounts on the shares of joint 
stock companies, hut when such advances are to lx made on a demand promissory note, 
and w h(Ui the borrower has agreed to maintain a 40 jicr cent, margin on the market value 
of the se(MJrities from ti nu* to time, failing which he authorizes the bank to immediately 
sell off his secnriticwS and recover the bank's dues, we fail to see why such business should 
not be approved only for the following types of members 

(1) A member has a running business and has invest-ed a portion of his capital in 
the same. He has also invested a portion of his (capital in shares of joint stock 
companies w'ith a view to have a good income specially la*causc he camiot profitably 
employ all his capital in his business or industry. The business that he has started 
has not yet devclojxd sufficiently to enable him to withdraw his capital from 
joint stock enU^rprise : while his investment in joint stock enterprise, gives him an 
yield of 9 ptvr cent, on w hich he can maintain his family. His own buuiness requires 
temporaiy overdrafts ; and he desires to have the same from a co-operative bank by 
offering the shares as a (‘ollateral security. 

(2) A member has a running business. He w^ants a loan of Rs. 5,(K)0. HU 
relative or friend is prepared to help him ; but to be able to get Rs. 5,000 from a 
co-operative bank, the latter must agree to mortgage his property to the bank 
or the former must pledge his goods. If the relative or friend has some investments 
in shares of joint stock companies, they cannot bo accepted by the co-operative 
bank even 8is a collateral security. 

BurcU People* 6 Co-operative Bank, Ltd, 
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It is reaHjr very strange that such people cannot be helped by qo-operative banks. 
We, therefore^ maintain that if co-operative banks are really meant to develop the 
trades and industries of rnof ussil towns, they must be given a little wider scope for 
developing business relations with persons described above. 

As active workers in the development of the urban' people’s banks movement, 
we have been often considering the reasons why this movement is not thriving as it 
should ; and the following ideas suggest to us : — 

( 1 ) Some members of the managing committee of some urban banks are themselves 
money-lenders and are doing the same business which a people’s bank is doing. These 
cannot be expected to help in the development of the business, but would generally 
take an obstructive attitude or will themselves take up the safe business and will leave 
unsafe business for the co-operative bank. 

(2) The members of the managing committee of c-o-operativ^o banks may, os at 
present, have no stake except the holding of one membership share in the institution 
\>hose destinies they are controlling. This system requires to be changed, and those 
that desire to pose as leaders must take up a reasonable liability ; and this liability 
of the directors may l>c gradually iiu^reased, with the increase in the working capital 
of the bank. The reason for making this <diange is that these persons who are not 
tliemselves thrifty or who can save nothing to be abh^ to invest in a oonoern managed 
by them or who, tliougli rich, do not desire to invest in the eoneom whose manage- 
ment thf'y want to <*onduct, can hardly be considered the tyjM? of |)er8ons fit to be 
t)n the marifiging board of a bank. 

(3) Though the (X>-o[X'rative banks are gradually entering into the technical side of 
banking business and though at the meetings of the managing committee of 
co-operative banks, knowledge and cxixirience of business methods are necessary, the 
members of the managing committee have to work gratis even when the institution is 
progressing. Such a cauH<; is absolut<‘ly unbusinesslike and comes in the way of the 
propt'T d(‘/velopment of these banks. Co-operation is not charity ; it is b\isines8, and 
once an institution develops and has to be: watched and guided as a regular business 
concern should be, gratuitous service is certainly out of place and will in th<> long fun 
l>e more costly. 

(4) Umits for advances to made to individual members of a bank must not be 
rigidly fixed up in the bye- laws, but must la? allowed to be increased in proportion 
to the increase in the working capital of a bank. 

(5) As most of the bajiks require expert assistance and gxiidance, ail urban people’s 
banks must join a supervising union of urban people’s banks, and such unions may 
profitably be organised one for each linguistic division. We are afraid, full develop- 
ment on right lines is not possible except through the assistance and guidance of such 
a union, which must employ a well trained inspector. 

As I have said above, joint stock banks do not much interest themselves in making 
advances in the mofussil towns. What advances they are making, are against the security 
of Government and Municipal loans and shares of approved joint stock companies. 
These banks sometimes undertake some big business of granting accommodation against 
goods lying in the bank’s godown. At times they also purchase usance bills bearing 
one good endorsement. Under the circumstances, there is not much scope for comi>eti' 
tion between joint stock banks and co-operative banks, at least in the matter of advances. 
The case is different with the Imperial Bank of India. This bank has well trained, and 
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\ 4 oll paid banker® as manaj2:ers at its branches, and they are given gcK>d powers of making 
advances on the 8}x>t. The branches of the Imperial Bank have, of late, begun to 
oanvase even small loan business, and their iisual rules for advances against goods lying 
in Bank’s godowns ha\ e Ix^cu modified to a certain extent, and every kind of reasonable 
facility is given by them to merchants, and thus they are likely to develop to a great 
extent the loan bnsinesH with midtile class pef)ple. 

As regards deposit business there is likely to Ix^ some competition. The share capital 
of joint stock V>ankH is vt^ry large, they have a very large number of clients and share- 
holders ; their office buildings are attractive and the field for tbeir operations i.s very 
large and practically niirestricf^jd. Under the eireuinstances, deposits arc likely to go 
to them in greater numbers and larger amounts. As against these*, the co-operative 
banks have; proportionately mu(*h Hmalh*!' shan* eapital, they have a .smaller number of 
share-holders, and most of theun arc* small men who do not command iniich influence . 
the bigger class of menbants do not fake interest in their development and do not 
deposit their surplus with these })anks, as thc*s(‘ institutions are not meant to render any 
help to them in their times of need. 

( V)-ojx*rative hanks have, hesid<*s. a r^‘.stnet<‘d ti(*ld for their operat ions. Thc}^ are not, 
therefore, known outside their limits. Under the eironmstances, most of the 
eo-op('rative banks have to offer .slightly h«‘tter terms for def)o.sits, and so theu'e is some 
(om|>etition in this line of husine.ss. 

Buying and .selling of iii ndi.s and drafts. — When speaking about this business, we 
must admit that both tin* Imiceriai Bank and joint stock banks are very large. They have 
large call deposits lying at branch oflic’es and have, tlierefore, to maint-ain large halanees 
on hand ; and these they can very cmsily utilize* for buying and selling hundis. They 
liavc their liead ottice at Bombay. I'he hea<l ofViee i.s in touch with the d^ii^^ces of 
demand bill.s payahli' at Bombay ; and very oftc'U the heaul otHce* takes guarantee and 
(•ven sceuirity from drawec*.s for purchasing demand l)ills drawn on tliem by their agents 
in the ntoJ'uf^.sil towns. Tlie amount ed ('ach hill i.s v(*rv often large* e*nough fe)r a 
co-o).X'rative hank and is at times much ht*yond its capacity. I’hc linpe'iial Bank ha.s 
also the (loveunment treasury hahoiees at its di.s])osak 

As regards .selling draft.s on Boenhay, the bigge‘r ty()e of husines.s mu.st go to the joint 
stoe k hanks btxause tlie bigge'r ja'ople are in touch with them. Tlieir demand V>ills are 
purchased by these banks, and eon.se(|nently, wlu*n in the slack .se*ason they have* surplus 
cash to ho remitte<i to Bombay, naturally the*y mu.st turn th(*ir eyes to them. Bui some 
small business of selling drafts on Bom hay was being taken uj) by e‘o-operaii ve hanks, 
and even hci*e they have been of late* driven out of the* Held Ix'cause che-ques up to 
Ks. 5,0(M) drawn on a branch of the Imperial Bank or a joint stock hank are being 
negotiated at par by its Bombay ofiicc, anti as fiic.se^ l)unks are members of the dearing 
lionse*, these cheques are easily negotiated at Bombay. In this way. w hat little business 
was coming to co-operative banks ha.s gone aw ay from them. 

Even if the co-ojK'rativc hank.s were to eo-operate amongst themselves and start- a 
hill collecting union, and even if we are able te.) arrange with the Bombay Provincial 
Co-operative Bank to cash at par cheques on /iiofussil co-operative hanks, our arrange- 
meuit cannot work satisfactorily l>eeause the Bombay Pro^ incial Co-operative Bank is 
not a member of the Bomliay clearing house, and so clieques ov>uiing through the clearing 
house cannot lx* negotiatc^d easily and therefore our clients will not get the same facility 
8urQ^Fm>pU*9Co*Qperativ€Banl\Lid. 



116 


which the clients of Imperial Bank or joint stoc'k Imnks are getting. Owing to thi-^ 
facility offered by joint stock banks development of current account business of 
co-operative banks, district central or urban hanks, has been checked a good deal. 

As the Bombay Provincial Co operative Bank is noi-a nieinb*:'r of the clearing house, 
the drafts dravn on it by the mofusmf co-opt‘rative banks do not find an easy mark(d. 
Payees of drafts prefer to get drafts on a clearing bank, as these drafts facilitate t'ollection. 

If, therefore, the eo-o^M-rative banks are expected to develop banking in the mofussil 
towns, and their cheques and drafts are to Ik* ]x»pularized, admission of the Born l ay 
Provincial Bank to the clearing house is absolutely lun’essary. 

We w^ould. therefore, urge u|K)ri this Committee to recommend that the Bombay 
Provincial Co-operative Bank, as the Apex Hank of all co-ofjerati\ <■ banks in thi** 
presidenev and as having connections at various imiwrtant trade' ccntr’cs, may be 
admittetd to the clearing house, even though its rvsources nnvy not be so vast as the 
members of the clearing liouse may coiisiclcr nccessarv. 

Qtkstiok t)A — So far as Surat city Is c'onct'riuHi, wa* have a rruml>ci' of industries like 
ueavirig, embroidery, wood carving, etc., \v}ii<'h are not in a tlourishing conditicai 
owing to the sarm* being unorganized and not backed by a good banking organization. 

There are the master workers as wc'll as the* artisans. 'Tire artisans ar(‘ financed or 
rather are indebted to the master workers and are not able to free thcunsclviss from their 
indebtedness even at the end of their earec'r. The iirdidttedness rnns from father to son 
and is more or k‘ss eiidh'ss. The master worker ; an* abh* to makr botlr rurds m(*ct from 
the profits lealized by them ont of tiu* works done by these artisans. Once baving made 
advaru'es to thenr, Ihc'v have <>nly to k<*(‘p thevin living by making frrrlhcr a«lvanc(*H from 
time to time and eroditing to tluur acconnl the cost of Ihr* work tniru'd out by them. 
These a<‘(a)unts soimdurw ncvc'r get srpiarad up. 

The mastermcn have also to sell their produce oij credit in outstatfons and their 
deak‘rs always keej) a good airrount ontstanding to them for cost of tlic' Tnanufa<*tnred 
goods supplied to them. Out of this a good amount has also to Ik* written off. 
The mastermc'n have* to go out to i’ecovt*r tlicir dues, and it is fry s'lpplyiTig f resit goods 
to the outstation dealer.s tlial thc'V an* al)le to reeovc'r part of theii' [rast outstandings. 
Thus the wheel turns on ; and the prv)fits go to make u|) tlie bad delhs as \v<dl 
as the advances to artisans, d^he consumers under tliis systeru get things rather <j(atr, 
or these industries get languished. In the pres(*nt times, when all induslricH in the 
world are getting organized, it is vc*rv difbcnlt, nay impossible, for snclr induHtri(\s as 
these to stand for a momeiit, unless we pul them cm organiztMl basis and provide for them 
the neee.ssary banking facilities. 

A report on the condition in which these indiiHtrii*s arc to b(r found at present, 
the methods by which they are l>emg carried on atid tlie way in w hich they arc l>eiriii 
financed will be submitted to the Committee by economists to be Hj)e,cially deputed for 
this wmrk. We shall not, therefore, take up the time of this Comnn^te(^ by w riting abmjf 
the same, but will only dwell upon the suggestion.s we havt* to make for tlu* 
development of these industries : 

(1) Those artisans that are Inclined to form themselves into a co-operative society 

may be organized either for finanee or for finance as w^ell a.s supply and .sale. Later on 

they may also lx* organized as producer’s societies after we have got some cxfXTience 

in conducting society of tlie former ty|)e. 
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(2) Those artisauB and craftsmen who desire to work their business individually 
may be helped by the local people’s banks. At present very few artisans 
and craftsmen have been attracted to co-operative banks ; but with the gradual 
development of these b^nks, increase in their reserve fund and with the larger 
experience which the directors ^11 in course of time get, it will be possible to venture 
a little, and then, we are sure, more business with this class of people will be possible. 

(3) The master workers, t.e., those who are not themselves working as artisans and 
craftsmen but who give hnancial help to the latter and take work from them on 
payment of their labour charges, also require to be financed. Some of them are paying 
a very high rate of interest and with the locking up of their funds in their 
business, sometimes they have to close their business on account of the pressing 
demands of their creditors, and thus good many of their outstanding dues get bad and 
they lose their own capital and are sometimes not able to pay their creditors. This 
whole system requires to be reorganized. There must be banks to ftnanee these 
master workers, who possess a good deal of t<M‘hmcal knowledge in the manufacture 
as well as the marketing of the manufactured goods. They know the places where 
these gooils can be sold and they are also acquainted with the merchants who 
are interested in goods which they manufacture. It will b(^ very difficult, nay 
impossible, at the present juncture, to do without their assistant, and a great majority 
of them an^ purely middle class j>eople whom it should bc' the main busine.ss of 
co-operative banks to finance. This class can easily join the local j>eople’s co-operative 
banks. 

The weavers require to l.>e hel|.HHl in the purchase of yarn. If they form themselves 
into co-operative societies, so far so good. But if they caimot lie thus organized, it is 
quite nei^essary for them to make a joint purchase of yarn through their bank. This 
will give them cheap yam. 

Similarly every class of artisan, siudi as tailor.s, shoe-makers, carpenters, wwd- 
carvers, zinc and kasab makers, all require raw^ commodities for their industry, and they 
can all l>e advantageously joined into separate co-operative societies or each of these 
classes of people may make joint purchase through the agency of their bank. 

Similarly these artisans can be helped by the local jxjople’s bank in the sale of their 
manufactured goods. In big cities arrangement can always Ik^ made to have the 
commodities prepared by the meral)ers of a bank exhibited in the bank pi'emises. 
Samples can be sent to other co-oj>erative banks in different cities in India and orders 
may be easily canvassed, and such orders may be passed on by the bank to their 
members, who will thus be preparing goods under orders and thus the risk of holding 
imsold goods will be minimised. When the goods are ready, they will be sent to 
the merchants who have placed the orders, and three months’ bills drawn on them wili 
be sent through a bank by the manufacturer. These will be genuine trade bills, and the 
manufacturer will get the necessary finance by discounting these bills, and the dealers 
will not be compelled to pay cash. 

Another great advantage of this method will be that the manufacturer will be able tc 
get correct information about the standing and respectability of these dealers and the 
possibilities of bad debts arising out of the busiiiess will also be minimised. 

In this way the several classes of craftsmen, artisans and master workers can 
be helped by the urban people’s banks, but when the question of organizing these 
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orattsmen and artisans into co-operative societies is takc^n in hand the questlDn that 
will naturally arise^ is, who i^-ill undertake iinancing these societies, whether 
the central financing agencies should undertake the financing of industrial societies or 
that the urban people's banks should take up this work. 

While discussing this question we cannot do better than quote from Mr. DarliugVs 
book on ‘‘Co-operation in Germany and Italy” : — 

“ The craftsmen societies were also generally supported by the co-operative urban 
banks, whose chief object is the assistance of small industry. In many of these banks, 
craftsmen form a nucleus of the shareholders. Development of craftsmen's societies 
will, however, be easier if, as in (k‘rmaiiy ami in Italy, these urban banks su|>|;K)it the 
movement.” 

We have also another eminent authority in Mr. Crosthwait from whose book 
on “ Co-operative Studies and the Central Provinces System ” we give the following 
quotation : — 

‘‘ Co-oiierative industrial f'redit, aims in theoiy, at those who, having no matennl 
capital, save p<?rhaps some tools, yet possess a moral capital in their honesty, industry 
and skill. Those particularly in view an^ urban artissns. Tlie small industrialist 
provides the reason for the existence of the *' People's Jhink ”, which is the term 
generally applied to institutions for the provision of co-o|K'rative industrial or urban 
credit. In actual fact, fcople's banks include amongst their clients, tradeinen, master 
artisans, Government officials and [H^rsons of a status very miu h above that of the 
small industrialists. But it is with the more important aspec t of the problem that 
we are concerned, namely, the su])|K)rt and promotion of, local industries and of 
industrialist as a class. 

With tlie best will in tlu‘ world, a. central bank foiind(‘d and designed for 
the business of agri<iultural cr<Klit and thrift, cannot do much for the town industrial 
classes. If business is k<vpt on lines that are safe for a Cf)-(»j3erative (‘entral 
bank then, as regards class societies of town hamlicraft workers, finance is too rigid 
and mutual supervision too irksome. 

Further co-operative c'redit applied to class societies must 1 k‘ supplemeiitcHl l>y 
co-operative purchase and sah'. But markets for our local products, es|)ecially textilci 
fabrics, are most uncertain while the meml>ers of the societies are not sufficiently 
educated in business methods, to organize purchase and sale for themselves. On 
the whole, therefore, the urban pc'ople’s bank is the l>est cTc-dit institution for town 
handicraftsmen ; it cap i)ick and choose its members and need not assist people who 
have no credit and can produce no sureties.” 

We fully support this view and hope that while recommending the machinery for 1he 
financing of artisan societies in urban areas, this committee will recommend that the 
urban people ’.s banks are the most suitable institutions to help these societies. 

Oral Evidence. 

6465. The Chairman : Diwan Bahadur Thakorram, you are the Chairman of the Surat 
People’s Co-operative Bank, Ltd. ? — Yes. Since May last I am the Chairman. 

6466. And of the Gujerat Urban Banks’ Supervising Union, Ltd. ? — Yes. 

6467. You are also the President of the Surat Borough Municipality ? — Yes. 
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6468. The urban Co-operative Movement iia» developed rather well in Gujerat, 
ha» it not T — T can Bpeak for iSurat diatrict and also for Gujerat. It haa developed 
fairly well, 

6469. But it ig at its beginning ? — Yeg. 

6470. It has been represented to us that, however mucli the joint stock bank move- 
ment may develop, it will not b<i possible for it to reach the smaller urban areas like 
taluha towns. Do you think that urban banks will tK'* able to do the same kind of work 
in smaller towns that big joiiit stock banks or the brancdies of the Imperial Bank are 
<able to do in bigger touns 1 — 1 think they will be able to do it. As wc have pointed 
out in our statement, there are a good many advantages in favour of urban banks than 
there are in favour of joint stock hanks. 

6471. You say that the urban banks have iK^en financing at presimt only the very 
small men and not men with moderate size of business. What is that due to ? Is it 
due to the fact that the funds availalile are not sufficient ? — No. I think there are the 
restriction.s of the Dc'.partment, and wrong notions, in the minds of some leading 
co-opc^rators. They are largely responsible for thi^se restricted o|x?rations. 

6472. Is not the maximum limit of loan fixed ?- 1 think it is Hs. l,0<Mb 

6473. But as funds increase w'il) not this limit also increase ? Take the case of your 
Imnk. Is the maximum limit Rs. l.Otk) ? — So far as our bank is coneorned, we have 
fr<?e scope to give loans. 

6474. Where dra-s this question of limit of Rs. 1,000 arise ? — In th(‘ other banks in 
Gujerat, 

6475. Is this not due to the fa<d. that their capital is limited? — 1 think they have 
spare money and tliat is what w'c Inive sliown in our statement, and yfd. they are not able 
to reach the middle class people. 

6476. But have attempts been made to get the limits raised ? -(Abm Saheh Jadfiv) : 
As we have told you in our wTitten evidence, at prestmt the idea of co-o}>erators in India 
is to sti(-k to small business only. The tiambusar Peoyde's Co-oy>erative Bank. Ltd., 
recently iritnl to get a lesolution passed in a general meeting to the effect that loans up to 
Rs. 3,CH)0 can be advanced against cotton. The proy)osition was turned down by the 
Registrar’s office ; and they said that the bye-law's of the bank should l)e amended. 
The by('-law says that, with the* sanction of the general meeting, the bank (;an advanc e 
more than Rs. 1,(H>0. So they passed a res<dution to the effect, ‘‘ We authorize 
the managing (;oinmit1e<' to sanction uy) to Us. 3,tHM) to one man on the security of seed 
cotton ”, but this was turned down by the Registrar’s office. 

6477. I am afraid it is only a question of the interpretation of the bye-law. 
Probably the bye-law was intended to mean that the general meeting can in a particular 
case sanction or authorize the sanction of a loan. Is there any objection to amending 
the bye-laws ? — No. 

6478. There is no opyx)8ition from any source to increasing the limit wffiere there are 
funds ? — (Diwan Bahadur MeMa) : Teclinically the Department may be right but the 
impression goes out that it ia the Registrar’s office which is putting an obstruction. D 
the amendment was atx^cptable to the Department, it need not have turned down the 
proposal but could have asked the bank to y.»rooeed t ;0 amend the bye-law and to 
handle the business in the meantime. 
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6479. There was no point in fixing a limit of Rs. 1,000 in the bye-law if the general 
body could give a general sanction to the managing committee. Frt>m what has been 
said now it seems that the Department is not against the increase in the limit Y — {Mao 
Saheb Jadav) : Tlie present Registrar has hronder ^ ie\^ s on the wliole question. He is 
in favour of allow ing this. Somehow , as I hav'e said liefore, some of the leading w orkers 
in the Movement are in favour of only small business. This idea must go from 
the minds of eo- 0 }>era|(Ors and they must agree to help all kinds of ^>eople especially the 
smaller and middleelass men iu the viofnssil towms. If this idea iwS taken up by 
co-operators, there wull Ik no diftieulty in developinir urban banking and in increasing 
the limit. 

048t>. Mr, Buikley : In following this policy of doing l)ig business, is there no danger 
of neglect for the small business ? A ( o-operative concern is j-un on democratic lines. 
One man has one vote. It is not that a few^ eapitalists will be. able to have (‘very 
tiling undtT their thumb. Ckutainly they av<' hound to attend to the needs of 
the smaller people who will take part- in the meetings ; and the directors must be people 
w'ho will attend to the small business. Tlu^refon? the small business will not suffer. 
Besides there will be the auditor wdio will Ik* looking to tfu^ loan applications. ilHuan 
BahaHvr Mfhta) : Wc have made it (‘lear in our statement that first the small j>eople 
should be attended to. 

6481. Th^ Chnirmaii : You have divid(*d tliese people into threat classes and you say 
that the small and t Iu* middleelass fnen should be financi'd. Thi* two terms are rather 
elastic* ?--Yes they are elastic. We shall have to judge all tb(^se classes according to 
localities. A liig man (*sn at oih'i* be found and a middleelass man can also b(‘ found. 

648ib In tin* case of bigger agrieultnrists are special limits sanctioned ? — {Han 

Sahvh Jaefar) : In the loan business, the b’llk of the ])eople want to have loans at a parti- 
cular time, and for sanctioning increase in limits, it tulo's nearly Hv(^ to six months. 

At host it cannot Ik* done earlier than three montljs because a resolution of the general 

meeting of the society will have to be pass(‘d. then it will hav(^ to go to the Registrar’s 
office and it will come w ith his sanction. Then it w ill bo sent to tin* district bank w hieh 
may delay it for some time. In this w ay it tak(‘s a very long tim('. 

648.3. Your sugge.stion is that the procedure should be ex|>cdited ? — Yes. [Diwan 

BaJwAur Mehf.a) . (Yrtain banks may lx; left at their discretion to sanction special 

increase in limits. 

ti484. Alxnit subsidiary occupations have you any practical suggestion to make as to 
what could he introduced Sahvh Jadar) : 'I’hc; agriculturists cau take to rict^ 

selling business by starting a co-operative, sale socir'ty, some may take to dairy 

business, s(^me may lx? (‘ogaged in <;otton ginning societies and some may do hand- 

spinning and hand-weaving business and so on. (Diwan Bahadur Mehla) : 1 would add 
f liat there must lx* an encouragement to take to intensive cultivation on their own lands. 

6485. In what way can this be done ? — By propaganda and by financing. 

6486. Do not people go in for intensive cultivation for w*ant of hnanco ? — I should 
think so as also they^ have their bad habits with them. 

6487. The first thing to do, you suggest, is education V — Yes, and the necessary 
capacity to understand things. At present an agriculturist loses all tfie lime after his 
crop, in litigation and in attending courts thus idling away hLs time. 

6488. There arc facilities in certain parts of the district for intensive cultivation ? — 

Yes. 
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0489. Irrigation or otherwise ?— Yes. In Surat district there is not much irrigation. 
It is pronounced to he unfit for irrigation purposes and in that case experts might find 
out how to bring about some other scheme. Irrigation cannot be the last word, 

0490. You make a suggestion that loans to members of managing committees of 
village credit societies should be sanctioned and advanced only by the central financing 
agency. This is rather undemocratic, is it not 1 — The interest of these |>eopIe is so 
predominant that it makes them in one way or the other to take fhore money than what 
they are ordinarily entitled to. 

6491. Is there not t)ie datiger of hf jiami transaction ? — It is already there. In this 
way a managing (committee member who dominates over others takes more than what 
he is ordinarily entitled to. He Ixung a leading man somehow' or other dominates over 
otlwjrs and ultimately what we finci is taking thc' matter to a criminal I'ourt or anything 
of this kind. It will lx? much better to have him dt*peiid upon indejxmdont persons who 
can see what is possible to advance’ to him. 

6492. The success of a society will depend ujxm its good management. If the 
managing committee is itstdf dishone.st, we cannot ex}>cct tiic society to go on well ? — 
Yes. 

649.'b Mr. I'. L. Mnlda: llo you think that the difficulty of leaders apporpriating 
more money could >K' got over by their regularly submitting normal credit statement to 
the general body and getting them approved ?-~This is exactly how' bcnavii transac* 
tions take place. Stiyipose there are normal credit statemciiis, a borrower can only get 
Ks. 300, The members of the managing committee are usually very good agriculturists 
who require more mont'y, and even though tlmj’ may be indebted to other persons, 
thc}'^ cannot get more now*, and ther<4ore, th<*y have to make hciuiwi transactions. 

6494. Would not this intenial control 1x3 sufficient over thes(^ leaders appropriating 
more nmney and would it not be better than outside control ?- -lf the internal control is 
effective, it w ill Ix^ .sufficient. It is not effec'tive at all. That is to say, he is an autocrat 
amongst those jHX>ple. kSaheh Jadav) . There is another reason why w’e that 

loaiLs for managing committee members should be sanctioned and advanced only by the 
central financing agency, namely, if they want sp(3cial limits, they must- go to the district 
central bank, wdiieh will consider the question, and then do the needful. Thus we shall 
be able to attract bigger agriculturists to join otir movement. 

6496. The Chnirwan : So far as sptieiaJ limits are concerned, if they an‘ sanctioned by 
the central linancing agciuiy, the evil w uuld, to a certain extent, be minimised ?-“Ycs. 

6496. But will it do away w ith the possibility of benami transactions ? — (JJiwan 
Bahadur Mehta) t If they arc getting enough, 

6497. If the special limits are pro|X3rly fixed, this would obviate the necessity for 
such sanction from outside ? — Yes. 

6498. You suggest compulsion on members to sell their produce through sale 
societies ? — I suggest this compulsion in eaae of those who want special limits. 

6499. You complain about the treatment given by GoAcrnment to urban Co-opera- 
tive Movement. What is wrong about this ? — {Baa Saheb Jadav) . No help is being 
given to urban people’s banks. Village credit societies in their initial stages are being 
helped first by tree audit, and even loans are given to them sometimes without interest 
to a oertain extent. No such help is coming forward to urban banks, 
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0500. But surely urban banks up to a eertain limit are audited free Yes. The 
department ciasses all societies above Us. 50,000 as bjinks and charges audit fee. t say 
that wo can hartUy call a six'ioty a bajik uriJess it lias live lakhs. So they .should 
1 ;h^ nurtured until they possess five lakhs. An oiilinary \ illage societ.Vs ca.se is dilferent 
from ail urban bank'.s case. Tlu* latter must have a working capital of Us. 5 lakhs, in 
order that it may be managed etlicicutly and may be able to pay its way. 

0501. You want free audit. Do you want any othei' eorua-w^ion besides free audit ? — 
We w^ant technical advice and technical experts. {hhvaN l>(th<u.hir Mdita): We also 
want money help to enable these hanks to engage experts. 

050-. Would it not l>e enough to have a supiTvising union ? W'e also vsnnt ({overn- 
mi'iit to help this union 'witli money in ordi'r that tlu'y may he abh' to gi\r grants for 
enabling the urban banks to engage (wperts «m- the union may be ahk* to maintain 
sufficient supervisory statf. (Ihio Sah*h Jadur) : \\r want this help for a fiov ye.ars. 

()50.*1. 1 lind from the statement that most of your uihan Irinks Iums' very large 

snr})luM funds. Tak<‘ your own bank. \’our loans Mfuount tf) .six lakhs wliik' your 
bahme<' in hand and inx'eslmenl.s arnovm! t<» about U.s, .‘htiiktmo. More tlian 5t> per 
cent, of your amount, is lo'pt as cash ami invest nu'nt ? Ad's. 

()5<lt. W'hy is this so ? In your ease there is no limit and why .-in' \ i)U not able to 
lend more ? -It lakes tnnr to hmd morr money. We art* ilevelopifjg eustom. 

0505. How ctid is your l)a]d< ? - It is seven yeaas old. 

050(). I’or iSurar a sum of nine laklis is not a l>ig amount ? - \h). We are inenaising 

by one and a half lakhs every yeais 

0507. I.)o you advance on tln^ s(‘<-urity of giaals ? \\u very I’ari’ly .suceta'd in doing .so. 

t>50S. Theifc is no demand for such advanc'e.s ? — I’eopic are not aiauistomed to 
mortgage tiu'ir goods just a.s they do in Uornliay. in Uoinhyy nobody is ashamed to 
lodge Ills goods, Itut lieia* if auvlxaly puls hi.s goods in a godovvn, he Ids credit. 

0500. Do not tlio bigger meo hants phslge their gof)ds vvith the liupiM'ial Hank ? -No. 

0510. T expect then' must l>e jicople \\hr> borrovs from <.ut‘-’idc at a higher rate 
of interest than what you charge. Why do Ihe.se not come to you ? Our iiK'thods 
are found a bit hard by tlicm because \vt> make erujiiii ics and in vest igal ions as to (ho 
object of the loan and when it will tx^ repaid and all tfiat. 

ti511. 5\ni say that url»an banks shouhl lu'lp joint .stot k ( ojupauics. Is not then* a 
differema' in tlu* olijeets servial l>y them liahadur Mdihi) : Wi* Inive made 

this siiggestion irot to keep n|) an ant.'igoni.sm for nothing. If tluy want to join on 
co-operative principles, then- should be ?u) bar. 'riiat ia what we say. 

0512. What is the principle on which joint stock companies could join cooperative 
soeieties ? — {Hao Sahd) Jadur) : Tlu‘ vt'iy fact that they Ixooim' members of our bank 
shows that they accept our principles. 

0513. The main principle is your limitation of dividend ? — {!>h'an fiahadt/r Mi>Ua) : 
Y'es. As a memlxu' they will not get more dividend. This i.^ some primary h^ssori for 
them. 

0514. Are yon not allowed to tain- joint stock eomiianirs’ shatf s as security— {h*ao 
Sahel^ Jadw') : A,pn),>()sa-1 was .‘;ent by my ban!< and it. was l urm-d down. 

0515. Was it turned down on the ground that joint stoek companies' shares an; not 
sound, or on any other ground ? — {hhrnu flnhadvr Mfhin) : No reason wa.s given. 
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{Mao Saheh Jadav) : <^)nly th<> byo-law amended by was rejoct^ed by the 
Department. 

b510. 'I'his was not on the j^roimd that t!u' shart's of joint sloek companies are not 
necessarily a ;j;ood seemity '! - {/)! ran Bafuidur Mrhia) : W'e do not tliink so ; otlierwiso 
the department vvonM luive yivem tliat reason. 

0517. V'ou say “ .\s I have said alM)ve, joint stork )»anks do not mindi interest them- 
selves in maldng advances in the mofus.'^il towns. What advsiues they are making are 
against the seenrity of Oovei nmetit and Munieipal loans and .shares (d a (/proved joit)t 
stock eonipanus, 'I'hcsr- l>anks soinotimcs inelcrtake some big t)usincss of granting 
atxHmimodaliofi against iroods lying in the bank's godovvn. .At times they atso (airehase 
TiBanee bills hearing oiio good endorst'ment . rmli'r lie* eirennistatnc's, tlun'e is not 
much scope for eouifK'iition betwecfi joint stock banks arid (a)-op* rat ive banks at least 
in the matter of advani e lio \(ni state this merely as a find or do you \v'ant to say 
anything about this ? (7/^/o Safnh Jndar) 'There is no gri«‘v iun e. In the (jia^stioMnaire 

you ask whethcj tlaoe is any eomjxdition Ix'tucerr t o operat i^'e Imnks. joint 
stock hanks and flic ImjX'riiil Ikiidc, and I s;iy (h;it .so fitr as loan business is eoncenuwl, 
it is not ibere : lait we find the eom|Hdition in deposit business. {Dhrofi Bahadvr 
Mf'hta) : I would go furtlau ;ind say tliat i\s ibe eoin(Mdition has eomc' in it must be 
Htop|H‘<l, otberMise how tire these )r(*(>ple to be hel(»ed ? It is fi niJitter of grievance. 

b518. d'liat is exactly \i bid vv<- warrt ^o know . If the Imperial Kairk or truv (»thor 
Imnk is offerijrg Irettf'f terms and giving more faeili(i<*s 1o trade and i-omTr\ei‘C<‘, 

why should you maki' that i\ gri<‘vanee V {Ifiran finhudur Mrida): Wd' an starting 

with the idea thiit i»urs is a sTiiall eomaM n, and so I say that eei tain protci tion should Ik* 
given to the small e()neernH of the (>eo[>l<\ otherwise the IrieiMO’ ioneerns might ciit u}^ 
the whole bread and leavo' riotliing for us. 

(15111. is this an argument only iigainst tiu* Itnpiuiii] Hank <> 1 ’ any (uber jdunt sto. k 
bank ? "1 would say for miy joint stoek bank that emuen iri the liidd and atds with its 
eupeiior orgiini’/.nti(/n jind superior ()owei- of money b<d\ind it. It migld alVord to lose a 
few shillings Imt we woukl mit be able to lio that, irnd so wa* cannot stioul iigainst them. 

t)52(l. -Hut if they serve tire pul>lie belter tbirn yosi why sbor:|(l vou feel 
disAppointed ? In that raise r<>-ojK*rat ion sboul j bow <luvi ir ford be otf the stage. 

(1521. As regards the linaming of artisans, is iinvlhing iH'itm doiu hv vour hank at 
pr«>Bent 1 ~{Bao Saheb Jadar) : We ar-e financing .Komt^ artisans. 

(1522, You MjiV in om' or tvvir jrhucs in your stateim nt that thrw timl a gn‘a1 ditliculty 
in getting tinanec. 1 w as just wondering wbellrer yvm an‘ not tuiaireing them, and if .so, 
why not ? — The diflieulty is that fho.se ardisans who luivc not tangilrle srauiritv or 
Kubstantial aunties to offer cannot Ik:* helptal unless they form th(*msi‘lves into a vo- 
ojH>lative society, and they have not formed themsehes into a co-operative society so 
they cannot be }u‘l(K*d. Kven after the formation of sueh a society, then* is another 
fjucBtion to lx‘ dceitled as to who should timince it, and unless this point is decided an 
urban bank would not like to be interested in their foimation. 

(1523. The question is whether the artisans should be tinaneed by the central bank 
or by the people’s bank ? — I’eople's bank. 

fl524. You say that they ought to be tinaneed by tlu* pf‘ople s bank because they 
Are in dinxit touch u ith them ? — Yes. 
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(>325. And tlu‘ j>rei^t*nt riiie is tiial th(‘y ou^ht to Tm* iiiiam od by tbi' cotitral Ibnik 1 - 
N\) there i« no nurh rule. 1 he ha.s nol Ihhmi deeided. hut thf' dintriet hank lu»j^ 

at jjresent in its })ye-]a\\H thi' {nover of tintuieinij art mans' soeu'lics. The dcveloptuejit 
of industries, arts and erafts is one of tin* ohjeet.s in the Surat t entral Hank’s l>y{‘-la\vs, 
and we ennrtot Hnan<’e any R<H*ieties under our ])ye-la\vs. 

()r)2(i. As \’i('e-( 'haiMuan tif (lie <hij< rat rrhan Hanks' Suj>er\ isiuiii I'nion Idd., 
ean yon say wlu'ther othiT urban hanks in (hijerat are (levelopine well?- 1 (annot 
Ruy that. 

()527. Why? — In (lie hist pla<*e there is not *j;,K»d inaiiaainent . 'The Department 

has always eoinplained ahotif that. 

(»52s. That is about the statT ? -Yes. 

(>r>2t). Are th(‘s<‘ rnanairers not traiin'd ? -'fheN are not tJ'Hiied as nuujaiiej',. 'Jliey 
are trained for a elerieal })Ost . 'To lu- hank inanHeei' tlu'v .>honld lune paitieularly a 
hi^lu'r trainirni. 

(i5.‘{0. What must Ik' doia* if the uihan hank moxtunent is to he de\ eloped ? - ■• I say 
that people, who havt' jiassed tlu^ Ihu helor el Dommei< e examination lu' Institute of 
Bankers tkxamination oi' have .i lonjj; hankine exi>er)enee, slnuild fw taki n as manaj^ers. 

(1551. ('an urban hanks atiord to pa> them an ade<}Uate salary V {httran fluluidur 
Mehta) : Tlieieforv' wv* sa^ th<<t theie must h** a ixrant. 

(>552. \'ou ^ULI:e,^st some suhsid\ sli<)id<i he e»><n to uihaii banks in onliu' liiat lliey 
mi^dit enuai/e sueh (jualiried men ? V es. 

(>555. Kor bow inan\ \'<*arK would you leipi.T ii ? ( /5/o Suhih Jatlar) I'or two 

y<‘ars, 

(>554. Do tliesi' in b<i 11 banks do ot Imr kinds <>1 huMue.ss ns a joint sloek bank does? 
K your bank doini; all kiiuls of liusiness ? \’<'s, we are doimj all kinds of business. Duly 

we do not liamllt* lay busne-ss. 

(5555. d’liat Is b('eans(‘ \ on iiave not. eapitn! ? ll e- not the (jue>tmii oi enjiital 
but I am lust tiyiny to b< within th<‘ t o-operal i\ e pnneiple as umleistood at 
present. 

(i556, Wdiat iH th<‘ dith'renee h< I w'een your hank ami a joint Hto( k hank ? -d'hero 
18 tlu' limitation of div id<Mi<l, .ind oim man Ims one \o((‘. 

h.557. If you expand yoiii busiiesss, will it not t'onm in (lie wa\' of \out two prim l- 
ph*H No, [hinuif! Hahmlur Kao fsale h .ladH\ said just now ' 1 am tryiiiy 

to he within (he i o-o])erati\ e piineiple ■“ <is under~(ood at preseiil lit* is riyht in 

saying so, because at ])resent tht‘ irnpKssion litu's tlml if a eo-i)pei at j vi- ])anj\ bundles 
biggei business it l>eeonu\s unu-ooperal i va-. 

h55S. W ns Ibis point discussed and an) ruisappreht'usions k moved ? {/5m Sahff) 

Jadar) : So far as mv bank is eoncvU'iied, it m pra<‘ti<ally .s<d I led tliat we can d<-\eIop 
on {’crtain lines. 

055!», But if your liank ean ilevelop on certain lines fh(‘ other urlnoi h.inks also 
ean develop on those lines ?— 3'es, provided my rules are adofited as model hv the 
Ucyistrar, and the other hanks engage a tiaiiXHl managm and adopt these rules. 

054(1. The Rt-gistrar wouhi not allow lh»* big business to l>e doin' bv* these otluT 
urban banks l>i‘eause their nmnafireineni is not g*tod ? - It is iu>t jaisHibh' for these, hanks 
to engage qualihed men hecauBt^ they cannot pa) more, and the)' cannot develop tjieij 
business and earn enough unlt'ss the) engage a better manager. 



f>54i. Proft'-iHor Kale : Vou luive roferretl to Uk‘ iri<‘rLil>orH of mat) aiding 
in village (‘redit Hooietien and you want ( ortain restrictions IxiMiig put on them. Do 
you iiot experience a similar dilTicuIty in the case of urban banks ? — In ut ban banks we 
luive a separate Hupcrvising board for sanctiotiing loans to members of managing 
eommiiiees, and it is this sujtervision board wliieh Haneliotis loans t(» memU rs of 
m an aging e u m m i 1 1 ee s . 

(1542. What J mean to say is that this danger is likely to lx‘. eommon both to 
rural BO(;ietie.s and urban soeieiies. Duly it may take dirt’erent shapes ? — ^5) es, there ia 
a j)0»sibility for heaufai transactions in both the eases. 

(>54lj. Tltr (Uiainnan : It, can ))e said that the memheis of an nrhan bank ar(‘ in a 
better position thaji the na inlKUh of a villag*! s<»ciety ? - Ves. 

(>54*1. j hey )nay In' morr ck've.r in getting round the; rules ? — {Duvan Baiuidar 
Mehta) : It imiy In* that some edin ated j>eople may have some shar]>er wits to g<'t roujid 
the ruh's, )>ut the gt'in ial ronelusion is that the Ix'ttor elass of people would not do so. 

(>545. Kate : ibit i.s it not awkward ttiat a inemln'r of a managing 

tu>mmitt(n' should not be al)le to get a loan ('xe.(‘pl nridf'r the s})eeial eonditions ? — 
It. is a matter (»f (letachment . Mis own interest shoidd not eoiihiet with liis ov\n diily. 

(i54t». lb' ought to be treated just as any other ordinary rnemlK'r would Ix^ treated ? 

ibit the question is w ho is to sam tioti tlie loan. I'or ordinary members tlu‘ managing 
committee members can saiietion u loan, and for memhers of the managing eominittee, 
we hiivc* the supervising hoard to sanction the loan, in ease of urban hanks. 

()547. Siij>posijig the g( fiiual body is askt'd In ele(‘t anolhei' hoard to sanction loans 
to members of man -ing commit let', wliat would you say to that ? And iii villages 
W’C have not been able to tind rni'ii for another board. I do admit that our ix inedy w ill nut 
put an ('iid to all the frauds that will b<' going on in this world since its lirst starting 
up to the lime of its (aiding. W’e have suggested one w’ay to remedy this existing 
pra-etiec'. 

0548. Von must lutve a ri'inedy, no doubt, hut it should he eouijiatible with tiu^ 
priueiples of (■o-operation 7 We have snggesUxl a reiru'dy which seems to us to be 
betU'.r muh.'i’ th(' presi'iit eireumstanees, but if you do not want to ado}>t it, you can set 
it aside. 

()54ib Von nnan tliat in a smaller society the likelihood of inilut'neing one another 
is gri'ater, tliat is to say, the (‘o-o]>erati ve spirit has not. yet permeated ?- Tin' eo-ojKua* 
live spirit has not yi't permeaUHi and it w ill take time. 

boon. Von want the joint stock eompanies to Ix' hnmght into the Co-operative 
Movement. Do yon in>t feel that there is the danger of the Co-o]>erntive Movement 
being useii for the private ends of eertain indivndiials ? Assunn' that there is a joint 
stock eompany and yon want to tinanee it . W'ould not thi' direetors of the eompany 
IxH'onn' t he memlx'rs of your bank “C- If the joint stock yompany becomes a meml)er 
of our bank, it can have only on<' vote. 

.And tlic directors in their own jx'rsonal eapa(‘ity can become members 7 — Yes. 

(>552. Have you thought out some remedy by means of which the danger that 
lies aliead ean be avoided ? 1 can understand your desire that middle class indu.striali8ts 
ahouhi Ix' assisted and that Mu? Co-operative Movement should Ixj brought into line 
with that kind of busini'vss, but I apprehend eertain diftieulties and ( ert-ain complications. 

BiircU’ People s Co-operative Bankj Lid, 
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Havo vou thouglit out the po.sgi bilily of those ditUeuIties and eompliealiopy , and the 
remedicH to overcorm* them? -These joint Htoek (companies will not be in a posititni 
to dominate so much as in othec places tliey are likely to do. 

6553. In Surat are you ^oinjJ!: to limit to a joint stock company the amoiinl to Ik* 
taken u]> by them in shares of a co-o[H*rativt' lauik 'i ■{Han Sahh Jadar) : (’juJer the 
Act no institution can have shares worth more than Hs. 3,tKHk in a co-operative 
concern, 

6554. Have you this limitation? — Ves. 

6555. Another limit Jition will be m et'ssary as to the nnmher of joint st(.H*k eoiu]»aiiies 

becoming members ? — At the jiresent moment there may not 1 k' mori' than om* or 
tw'o joint stoek com panics in a town. 

6556. You do not appi'ehend much daimci; on tins account ? — No. 

6557. In any ca^se you think that it is an (ixpciiment wortli trying ? — N’es, 

6558. Mr. 1’. L. Xhiiin : You luivc Ih'cu refcrriiitr to the surplus fund ol youi' haidv. 
May I tak(‘ it tiiat all t}n*.'»c Its. 5,65,000 ri'{U‘es<Mit your sur[)liis fund or thu's only a paid 

«)f these represent your- sur]»lus fund ? Bahadur Mehitt) : The sui jilus fund 

would lie almut one ajid a luilf lakhs of nlp(sv^. 

6550. ^’ou ar(' aware ot the (ront rovtu’sy laised on the I’uling of the tiovcrnmciit of 
Jiidia about eo-operative hanks doing exehan.'jre business ? {lum iS(ih<‘h dadar) : Yes. 

6560. W ill you mention as to w’nat your views are on the subject ? .\s regards the 

liuaincss of buying anti selling remit tanee, my opinion i.s that <■(»-< tpciativo banks liave 
to do this busim'ss in tlieii’ own interest. It is not for (aiming eommission that this 
handi business is to lie lumdled by <'o-opera.tiv baiOcs. ( 'o-operal i Vt: banks an* opening 
.savings bank acconnt.s and current acfoimts. NYsterday we were told by tlu* Cliairmaii 
of the Surat District Jbink tliai they hav»^ very large d('poHils in savings and currtmt 
accounts and the money that they ha\'e to lodge in the ImjHuial lunik to ki'-ep fluid 
resources gets no iiitmest and tliat tlii'V have to maintain a certain balancf' with thc^ 
Impmial Hank to meet tlicir ordinary ictpiirmncnts. In ordc'r to avoid tins course my 
idea is tliat these co-ijperat is e hanks must liandle huudi biisiuess. Lots of peojiU' will 
then be coming to us foi- pun ha.se and sah' of hundU .so that we will hav(‘ always tluid 
rosourcs's with u.s. Jf \\n find tli.at on a particular day tlierc aiv withdrawals, we will 
• only s(hl drafts and appropriate that .sum towards meeting tlie dimiand.'^ of our clepositors. 
In tlii.s way vnc siuill b(‘ able to avoid de[»ositing iarg<‘ amounts with any institution 
wdthout intmest. This is how the bu.siness <»{ buying and selling rcniittaijco Is likely 
to h(dp the eo-opeiati\ c liaiiks. 1 think if this C 'ominittis- will put this idea before (ioverm 
inent of India and if th(* latter wilt appiecuate the. import anee of recogni/ing t ins business 
as fully co-ojierative, J hope, the eo-ojKuaii ve banks will have in course of time ft'W 
occasions to take advantagt* of the eoneession of free remittance transfer icceijitB, if 
they are able to dtoelo}) hundi business. 

6561. 'J'he (Jhairman In some eases during the season money has to be stmt tiy 
remit tam-e tiansfer receipts because there aie many drafts (hawn on Boml>ay, and the 
question is whether the toncession given l»y (iovernment for transfer of funds to eo- 
OiKjrative societies would also be utilised for doing this business ? — Dining that [leriod 
the district central banks or any eo-operativo bank or bank.s handling exchange 
business w ill able to utilize these funds for giving loans to agriculturists. At present, 
as co-operative banks liav(? not iKxm able to develop the hundi business, this money 
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whicii h][u>u 1<1 really tto to the district hanks does not go tlien* but it g<x’H to noine other 
people ; and when th(‘ district banks want money for advancing loans they have t<j 
get it by rcmittaiK i" transfer receipts. If thew district banks are allowed to develop 
hundi buHineH.s, thrae will 1 h' no necesHitv for them to use the lernittancc (ransfer 
receipt (‘oneessions. 

Till (hen tliey have to be used ? — >"e8. The point is that mere handhiig of 
remittHnee business does not increaw the use of remittance transfer receipts, but on the 
eontrarv', it lessens it. 

botUk Mr, liutklry : VV'ill tlicre Ik* any objedion to your using this privilege of free 
n'lnittance and doing hundi butiine:ss 1 can say that so far as Surat is eoncerned there 
is no <d)jertion from any (juarter, hut I have learnt that at certain places the Imperial 
Bank is raising a hue and cry against co-operative banks doing this business. 

bri04. Mr. 1. ij. MrhUi : \'ou As tin* Bornhay Provincial ( 'o-operat i ve Bank 

is not a in(*ml)<*r of th<* clearing honsr*, tin* drafts drawn on it by (lie NioftnrtH co-operative 
lianks do not find an easy market. Payees of drafts prefiu* to gtd drafts on a clearing 
bank, as these drafts faeilitatr^ eolleetion ", If the Provincial ('o-operat ivr* Ihink is 
admitted us a mernlrer of the (bearing House, will this difliculty 1>»‘ solved V Yes. 

(klbri. 77o! ( diuirniun : Could you tell us roughly the miinln*!’ of lianki rs w lioiu you 
can count as indigr'iious bankers because in yonr personal <rapai itv you sai<i that there 
were very few tirms whieli can la* called indigenous bankius' linn.'-', wlio are being 
aeconunodated by other' hanks ami to what ext(‘nt ? Arc indigiuinus hanki'is helped 
by your urban bank ? At fireseiit indigenous bardvers do not come to my hank for liel}), 
but moiK'vdenders soin<‘t irnes <’ome to oui' bank. 

boOb, Do you mean tire rhok.ds 'i Ihcsides rnoney-lemlci’s tlie / /n>l’si.-< also (a>mc t(» 
us, but t h{\y do not- do s/rro^t busiuess. 

br>67. Is your transaction with the money lending class considerable V - T deal with 
Kiich inoneydendcrs who can lodgr* with nu' (Government and other trustee seeuritit^s. 

bobs. Do you got dejXisits from diroffn ? - Iso. 1 gi-t <U>posits from ccriain rich 
people. 

b500. Who are or vvert' doing nhroffi busiiK'ss ? No. 

(1570. Do they evi-r get into touch with \ou in eoimectioii with tlicir 1 ransmissitm 
of funds *! Th(' sound iine.s ajiproaeh nn* foi' this busim'ss, but 1 lind that mv r ite 

never' suits them. 1 have always to eharge sometiring nmre tliaii oiu* anna, which tiie 
ImtHuial Bank chargr\s, hecausr' it gets fjer* money ami it lias the control of tj'casury 
che.st.M, So it is always able to purcha.se hnndi< at ora* anna. 1 cannot charge one anna 
unless wlicn I have money to remit to Bombay. If 1 have suiplu.s cash in Sural, 1 can 
possibly char’gc (>iic anna ; but if I want to do regular ( (uumission busim'ss, even with 
the concession (»f i*emitlanee ti'ansfer receipts I eaiimd do it at one anna because the 
actual cost by way of lo.ss of interest will Ik* one anna, and I must, liiercfore, eharge 
more than one anna if I want to do hundi business. 

b571. Mr. Harnat : In your s<*heme of development, of urban lianks and general 
organizaliou of banking facilities in the district, you are virtually asking for a monopoly 
for the urbair banks ? — 1 do not ask for a monojroly. 

6572. You want the privilege of financing industrial concerns and joint stock 
concerns ? — No ; w^e want to l>c allowed to admit thesr* as members of a co-operative 

!Svra$ People' e Vo-(>2)erative Banky JJd, 
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honk. For instance, in a place like Hander, then' would not be mi^re than one or two 
such coneenis. Even in Surat we have not more than one. 

6573. l.s this a question of monopoly when you want to have a sole ri^ht V -No. 

6574. 'S on want to have protect ion in a way tliat otlier kinds of banks sliould not Ihi 
aiiow^ed to do business, that is to say, branehes of joint stock banks or t)raiu4ies of even 
the hn]>erial liank should not c(mie in -{Diwau Bahadur Mehta) . TImt is wliat I said 
so far as the middle portion of my statement is concerned that they might elbou' us 
out, and therefore, we ouglil to b<' protci ted. 1 mean in piaetieal working tluMe is no 
monopoly in the. small ('oneerns. 

6575. So you do not mean a regular inonoi>oly ? — No. 

6576. On this qtiestioii of tiermission to make advanees to joint st«K*k eonoerns, do you 
not see some element of danger in the fact that if you make a wioiig selection the 
aioiie\' ad\ am-(‘(l by you is in <langer. Assume that you advnuee money to a Biigarcaue 
manufacturing eoneiun and think fcu‘ the moment that you have made a very good 
selection. Now tliis concern depends for its success on the tcu luiical skill of one man or 
on the ctb( i<'n1 mamigemcnl. .Assume tliat for want of any oiu' of tliese two things, the 
businc.ss fails, is tlc'ie no daiigm- for your money V -(/iW Saheb Jadar) : Yes. In that 
ease there is ji dangi'r to my money, luit we hmd on eeriain security. t)ur ruJi's .say that 
we can huid oidy Ks. 2.60(1 against two sureties, and if something is re<iaired over and 
abov(‘ this arnouni, wc (am hmd on raw (‘ommo<lity to the extent of 60 jxu' cent, or els(^ 
t}u‘ Itorrossct shoidd lodg(‘ with us trust seeuriti(‘s or manufactured goods. Jlereiti 

our safety, {Div'nu Bahadur M/difa) : In an\ way, if wc make a wrong judgment, it. is 
bound to fail. For e\iuv eas<\ wherever your judgment is wrongly exendsed, tlie 
eonsequences must f-tllow. 

6577. In case of advatiei's on th<‘ see«iri(y of shares of joint stock eonqamios, even 
if a borrower agrees to maintain a 40 per cent, margin on the market value (d scauirities, 

if thes(' shaics bcetune unsaleable, tlum you run a risk i ('ertainly, we run a risk, if wo 

have selected sueli siiares. 

6578. It has be<-n suggested that for the jironiolion of industries there should bo 
industrial banks, tlu* directors of which should satisfy themselves about tlu’! probable 
success, etc. , of eonccans. In arldition to your urban banks would fou like to have 
industrial banks workirig in tlu' district 't~-{Raa Saheh Jadar) : If we have g(M)d develop* 
meiit in the business, I will not mind them at a later stage. After th(‘ urban rnoverni'iit 
is develoficd, if we Knd that industrial finance is a subject by itself, wa? will divide our 
banlcs into eommeivjal co-operative banks and industrial co-op(‘rativ(‘. banks. That m 
exactly Vhat Professor Kaji says in his note on ‘‘ Industries of Surat ”. 

6579. That i.s to say at one 8tag(‘ you would like hidustrial banks to come in and 
specialist* in the .s])here of financing industries, even though they may take away a certain 
portion of your business ? -Yes. ( ’o-operation is not competition. 

6580. Mr. Buckley : As 1 understood you in your reply to the Chairman with regard 
to the definition of a bank, you said that in your opinion the name “ bank ” should not 
be used unle.ss there were capital and reserve of 6ve lakhs of rujK*es ? — That is tny ideal. 

I only meant that the institution does not deserve to lie called a bank. 

6581. You would not have so many banks now unless they were smaller in their 
earlier days ?- Yes. Government alflo discard in their statistical tables all banks that 
have a share capital of less than a lakh. This does not mean that they cannot called 
banks. Only they do not reach a certain standard. 
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(>582. Yon gay “ Thonj^h the oo-opi^rative banka are gradually entering into the 
U'chnif al 8i<le of bankinu l>usineaa and though at tiie meetings of the managing eommittee 
of eo-o|)eralive banks knowledge and £‘X|XTienee of business methods is neeessary, the 
rruunlKus of the managifig <'omniilte<* have to work giatis even whejj the institution is 
|»rogre«Hing Thi-« is a e(»nsiderable dojaarture fioni the custom of voluntary service 
in eontH ctioM with e{»-opeiativ(‘ institutions ? 1 find tluit iiaynu'nts are made in England. 

Somehow in Imiia people understand that Indian people must work gratis. (Diwan 
lUilmrhir M(hln) : Having started witij this ideal, \s(‘ are still sticking t»> it. 

haSIk In your ndereme to allow your hank to do laisiness on the security of Bhares 
of joint stock eompMni<‘s you cite a cast in yonr wrilt»‘n i-videnec w herein you say : 
“ A rncmlau' has a running business. He wards a loan of Hs. o.(UKi. His rdativt* or friend 
is [rrepar'ed to help liiin, hut (o b(* able to cet Its. 5,000 from a co-opcrati\'e Irani-:, the 
latter must agrrs' to rnortcage Ids property to tlu* Iraiik or tin* forinei' n\ust pledge* his 
goods. If tire r(>l:div*‘ or fricml lias sonx* irjA esliruujts in sliarcs of ioini sloc'k (‘ompanies, 
tlrey cannot be accepted by the cu-of»ci'ati vc bank even, as a collateral ser urity.” Is 
Hick* anything under youi' existing rules to prevent yon from acccpling such shares as a 
Collateral security ? [Ixaa Sah* h .i (nhir) : If wa* warrt tiMidvanec to tlu* extent of Ks. 2,000 
\V(‘ must have two sureties. If wc want to advance mori* tiran Its. 2.O00 we must have 
goods or* immovable propmty oOVrr'd to us as scenritN. 'I’liis is oui' hye-liiw'. So wa* 
j ropo.scd an ainendrncrrt at a general rrrer'ting to tlu* etb*et that to a certain extent 
advan<*e.s may be madt^ on the s<*<“uriiy of sharv's of ap|>r’ov(>fi joint stoel, (('impanies. 
Of course tin* proposal was turned down. 

()58-l, Sntrposing be appii(*.s for a loan to serv(* iii.s normal pur nost*, is tliere airytliing 
to ]>r('vetit you fi(urr taking ihost* sharr's as a e(»!lal(‘ral security V Thc'rc is nothing to 
prevent us from taking Hrose slian's as a eollatr'raf si'enrity, Imt the loari sanctioned 
will lud }>(' in aeeordunec with our bye-law. 

ti5S5. Mr. Ihsai : W'e have !u*ard that postal cash <a*] t itieates, tlu* lm|K>rial Bank 
and otlrt*r joifd stock banks an* dmining away the local r(*'-our*(, cs. At(* \‘ou not rejreating 
tlu* sMtm* grievanci* when you an* investing siieli large amoiird^ in banks and in invest* 
nuuits ? No. In the tir'st |)lae<* tlu* monevs that w<* irrwst in Oova rtimenl paf)(*r and 
banks ai*e moneys w}ii<*li w(* have to kec'p on haml. 'They ara* savings Irank and eurn'trt 
ai'coind moneys which any j>rud(*nl banker would like to kee}» invested in sueli a way 
that it could be (>asily availed of. 

boSt). But the result is the same, riz.. you arx rlraining av^ay the local resources ?~ 
Ihulei" OUI' rules we an* bound t<* ut ilize our money in oiii’ distri< t (»r city, and instead 
of allowing our tluid rTBouree money to lie idle with us we art* i-arning somtt intereBt 
on it by putting it in another bank or investing in (loveiiiment paper. 

(>587. But fr'oirr this do you not find that you arv not aelvaneing aderjuately ? — We 
advarree a good deal. I say that fV>r a hank of seven years standing out of t).| kikhs to 
tind tiA laklrs on the lending .siile is not a had thing. Eertuinly 1 am quito satisfied 
with it, 

0588. 77n' Ohnirmari : How far has yr^vir bank suer'ceded in populari'/ing the use of 

chetpies ? We liave many cheques drawn against curr*ent aecourds w^ilh us. 

058f>. Are tViese cheques usually drawn by at'eount Irolders and (*ashed, or do they 
|>aBs thi\mgh tlu* l>a:ur ? -They pass through the futzur ami somt'times thej^ eorne 
tlnough the liitjMwial .Bank or the Bank of liaroda. 

Snrat PtopU’^s Co-opcraiii e PanP, I. id. 
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6500. A» regards savings bank accounts, have you a iairge number of savings 
accounts ? — There are about 600. 

6591. What class of people go in for these ? — All classes, both rich and poor, go in 
for savings bank accounts. 

6592. Does your bank go in for purchase of Government securities for its members ? — 
Yes. 

6593. Do the members take advantage of this facility ? — Yes. 

6594. Where do you xjurchasc them ? — In Bombay. We sometimes purchase them 
through the Provimdal Co-operative Bank and sometimes through a broker I'ecommended 
by them. 

6595. What dividend liave you been j)aying ? — Eight jx^r cent. 

(The witness withdrew.) 

The Committee then adjonmed iiU 11 a.m. on W ed ne^day, the 2(;th November 1929m 
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Wednesday, November 20th, 1929. 
SURAT. 


pRli^sENT : 

Mr. .1. A. Madan, C.LK., 1.0. S. {(Chairman). 

Mr. L. 1). Buckley. Mr. B. 8. Kamat. 

Mr. H. V, Desai. Mr. V. L. Mehta. 

Professor V. (0 Kale, 

Mr. B, P. Masam {i^ecretary). 

Mr. P. I. PATEL, Sonsek, district Surat. 

{iStnnnifiry of pUvs io Ihe in Cujdrali.) 

Hate of intoroHt liy agriculturi.sls varit^^ fioiii 0 io 15 per cent. 

The help in reHpe<‘t of Uirmri is not sufticient. 1 estirnate agricultunsts’ iinlebtedncHS 
in our r.iUa at IPP crorcs. ('rcdit facilities to tho extent of one crore per annum are 
required. 

Sal© and purcli.'ist* societitjs would )>e benelicial. 'tbe agriculturists are ruined by the 
introduction of niacbinery. lland-inatb' stiifls are more durable, and tbereforo, they 
should l>e encouragoti and inaciiine made stutfs diseouragoti. 

The cotton sale societies have been operating in Surat for about tw enty years. They 
have made good profits. The co-operative bank makes advances against goods but the 
rat© of interest is still high. To admit of the rate being reduced, tjiovornment should 
advance moneys b) the bank free of interest. 

The small facilities given to agriculturists in respect of remittaiicoH, etc., are (»f no 
value compared U> tho inimetise loss intti<'ted by the 1S</ ratio. 

To avoid famine conditions, irrigation facilities are nece.ssary. 

The (‘oadition of agriculturists can be improved if the following requirements are 
fullilied 

(1) In.struclion in agriculture, thrift and co-operation shouUl be given in schools. 

(2) Caste restrictions sliould be abolished. 

(2) Machinery should be displaced by manual labour. 

(4) The asse.ssment in I'espect of land slionld bo fixed having regard to the produce. 

(5) Construction of canals, 

(0) Advances to farmers by banks at low rales of interest. 

(7) Farmers^ should be given adequate price for their produce. 

(8) Subsidiary industries .should be introduced. 

(9) The rat© of sterling exchange should b© reduced. 

(10) The indebtedness of agriculturist© should be redeemed. 

Mr. P: L Patel. 
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Onu Evidence. 

{Summary of Ortil Evi<li UCi> in (InjaruU.) 

I am a District Honorary Organiser, Sonsek, ialuka Olimd. 1 am the Distric:t Honorary 
Organiser for all the CO tUm sale societies. My 8onsek society Was the first cotton sale 
society. It was started in 1919 when the priceps were high, hut suddenly the prices went 
down from 44 cents, to 12 cents, in America, so tliey liad to combine. There w^ere 
12 members in the beginning. They collected 12 bhurx, that is 24 maunds of cotbm, whir h 
was ginned and sold after abo\it a month. They got about 2o ru|>ees more per hhor than 
they would have got if raw cotton Was sold. No.\t ye^vr the numV)er of members increased 
to 92, and they sold about 12^> hharf<. Kor three years we worke 1 the scM iety without 
registering it, and it was registered duruig the fourth year of its existence. At present we 
liave 5tK) members, and there are about morti appiix ations. The .\gricultural Depart- 
ment began to give us selection ‘‘ A seed, and we distributed the same seed among the 
members, and the Hociety gets the kapa.H ginned. For the lirst few' years we used to get 
tliis ginned by one gin owner, with w'hom we had entered into ati agreonu'nt. 4\>r the 
last three years \ce have our own ginning factories. We pool our (’otton together. As 
soon as the cotton is brought by the members, we pa.y t beru 75 cent, of the price, 
ami the balance is paid at the end of the season, w'hen Die average is strut k, and mch 
member is paid at the same rate. Advantages of stdling Die cotton through the sotdety 
are that there is correct wcigliment ami tio hirda or reducti«»ii in price is mad(\ 44icy 
get better rates, especially w lien the jiriccs are low. 'J4ie merchants sometimes pay to 
non-members much less. Mcmlicrs get 75 per cent of the price at once, w hereas those 
agriculturists who sell outsid(‘ the society have to w ;iit for liftcHMi or twi^nty days, and 
sometimes when the men hant becomes insolvent, the agrieultiirist, loses the w^iole 
amount. 

Our society’s capitjil is Its. r>d,tK)0 and the extra amount is obtained, if necessary, from 
the Ontral Bank iis a loan. Wo sold four lakhs w'orth of cotton last year, [..ast year our 
capital of Ks. 50, (KM) vvas enough to meet the demamls of mernlxus as there w^as a fairly 
good turnover. Other societies have to borrow. .About 14 lakhs wortli of cotton w'as 
sold in this way in the whole distrird. Thc'i number of members is increasing oveiy year, 
but it is not incrciasing fast, because gcKxl and sound men <lo m>t join the .society as the 
management of the .societies is not satisfactory. So long as (he district liank is there, 
we have not felt any difficulty as regards the linance. 

We liave not felt any ne<‘es.sity for godow'us yid, because when the rate i.s low% the 
owner of the pross whore the cotton is pres.scd, allow's us t<j keep it in his godowns. 

Our cotton is usually purcha.sed by rn/tftyn.v, w ho come here on behalf of the milloWners 
of Ahmedabad and Bomliay. They pay us wuthin twenty-four hours after tlui cotton 
i.s weighed. 

I estimate the agriculturists’ indebtedness in our ziila at HK» croros of rupees. It is 
only a rough estimati?. 

The co-operative HCKdeties charge seven per cent, on advances made to members, and 
after rebate the rate works out at (5| per cent. If Government places money free of 
charge at the disposal of the co-operative societies, we can lend money at five per cent, 
to agriculturists. 

When I say “ Caste restrictions should be abolished,” I suggest that unnecessary 
marriage and death expenses should be abolished, so that the economic c ondition of the 
agriculturist would improve. 
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The Bocietiee do not purchaee cotton outri^t* as it ie & risky bushiesB to do so. Cotton 
was sent to Bombay by three cotton sale societies, and as the prices here were low, there 
was some advantage in sending it to Bombay. 

In order to improve the economic condition of the agriculturists, the indebtedness of 
the agriculturists should be redeemed. There should be some sort of Eural Insolvency 
Act. The lands should be sold, and the creditors should be given four annas in the rupee, 
and the agriculturists should be made free from debts. I pay an assessment of Rs. 148, 
I own 32 bighas of land. 

There is a postal savings bank in 8onsek, but the agriculturists do not deposit there, 
because they have no money with them. 8ome of them, who have some money, keep 
it with their relatives. Members have deposited about Rs. 15,000 with the societies. 
People do not invest in savings banks because the rate of interest is only three per cent, 
and there is much inconvenience at the time of withdraw^ing the deposits. 

(The witness withdrew.) 


Mr. KALIDAS BHARATIA, Shroff, Surat. 

Oral Evidence. 

{Summary of Oral Evldf rae in OujartUi.) 

I am a shroff. My pedhi dates ba(‘k to about a hundred years. I have been doing 
business for thirty years. During this peritxi our business has gone down, lu'caiise banks 
have Ix'cn starled. Merchants have laH^n Ixmetited by the banks, Init o\ir business has 
sulTered much, especially our hnndi business has been atVecled. There is competition 
of the Imperial Bank as the Imnk discounts hvndhs at only one anna. 

There are only two shroffs in 8urat. The choksis deal in gold and silver ornaments. 

Formerly a good deal of capital was w ith us without interest, but now we do not receive 
so much deposits as the money goes to the banks. 

Mudaii hundis are not used now. 1 think there is less eonhdence nt>w% but if the stamp 
duty is abolished, the business may l>e revived. 

It would be iH^ttcr, if the shroffs are registered and their ac eounta are audited, as that 
would increase their credit. 

In SamvtU lb22, 25,(X)0 rupees worth kundi w^as discounted, and the charges w^ere 
Rs. 4-11-0 for a week, which would work out at three annas jier cent, {x^r week, that is 
nine to twelve annas monthly. 

Formerly alK>ut a lakh of rupees worth of huwli business was transacted every day. 
At present there is very little hundi business. The facility given by us is that we allow 
them to take hundis at any time of the day, even at night, which the Imperial Bank 
cannot do. But the discount raU^ is low in the Im{>erial Bank, and thertdore, it competes 
with us, If Government gives us money free of interest, or at a nominal rate of two 
or throe per cent., we can compete with the Im^xirial Bank, and we can advance money 
to the agriculturi^s at cheap rat^s. The managers of the Imperial Bank are rmt conver- 
sant with the local conditions in villages. The Imperial Bank does not finance the 
agriculturists, w'hereas we can finance them at easy rates if facilities afforded to 
the Imperial Bank are given to us. The managers of the Imperial Bank do not even 
recognise us. 

A/r. Kalidas Bharatia, 
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Owr hundi»^Bxe current over India. Our hundis are taken to Nabiaa r inSind, Marwar, 
Madras, Khandesh, Berar and other places. Sind his come here for selling bullocks and 
horses, and they take away our hundis. Some people bring cotton and other prt>duce, 
and after selling it they take our hundw. 

The Income-tax Office sees our account books and our credit is lowered, and the 
depositors also are not willing to deposit with us. This is not done in the ease of the 
Imperial Bank, 

There should be some amendment in the Insolvency Act, tiiui it slioulvl lx* made more 
rigid, as at present many jxxiple declare themselves to Iw' insolvent with (Mise. 

The Dekkhan Agriculturists' Relief Act .should be abolished, so that the relations 
betw'een the mwears and agriculturists may lx‘ improved, and tbi‘ agrii idturists would 
l)c financed by them. 

Co-op€‘rative societies advance mont'y on the security of surrdies, but we advamni on 
personal security {khuia). Wo charge ten to twtdve annas, but not more than twelve 
annas. Some mnrars charge more than twelve ptu* cent., and they also ( barge purse 
loosening money. 

Generally nkroffH business is receiving money and lending money, and they do not 
sp(HniJate. Govirnment should register pure .s7/ro//‘.s’, and there would he no risk in 
entrusting the pulilie funds to tlu\se shroffs without interest, and the agrieulturista 
W'ould bti benefited, ])eeaus(* s/iro//W woidd he a hli'^ to ad vam e money to the agrieulturi.sts 
at cheaj) rat-es. 

The co-op^^rative banks iiave not done mucli good to the public, and if branches of the 
eo-opfn*ativc banks are ofiened in hihikas, they would send the money to th<* hopd office 
in Bombay. 

(The wuiness wit lidnwv, ) 


Seth DALICHAND VIRCHAND, Shroff, Naneapura, Surat. 

[Summary of Rfplics /o (hr Quest umuairr irt Oujarad,) 

KECIION 1. 

Question J. — Rate of intenssi is 9 to 12 ];M‘r against ornaments. 

It is not eustomaiy to advance loans against standing crops, but cotton merchants 
enter into formal contracts and pay c*arnest inomy in advanctr frt^e of inU!ir(‘Ht. 

The indigenous bankers do not lend freely to agneidturists owing to tlie JJekkhau 
Agriculturists’ Relief Act. 

The agriculturist is indebted to more than one jK'rsoti. Th(‘ debt incrca8i‘s. The 
agriculturist's expenses incrcjase. The deamess of cattU^ irianure, implements, 
labour, etc. and the reductum in the value of land are some of the causes of the present 
unsatisfaotory condition of the agriculturist. 

There may be an improvement in his condition if the exchange ratio is Is. 4d. and if 
seeds and implements are supplied to the agriculturist at reduced rat-es. 

Question 2. — If there are facilities for warehousing the prmluce and for advancing 
against it to the extent of 50 to 00 poT cent, of its value, the cultivators would not have 
to dispose of the produce at low rates. In Noveml>er and I>?oemher the agrieidturista 
want money and have to sell off their produce at reduced ratf^s. During this j)eriod tlic 
help of a co-operative bank or society would protect them. 
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QuiBftTioN 7.- — ^There is com petit inn between joint stock banks and co-operative banka 
regarding cx(d>aiige hunitwm. ('uiTerd account holders with the Imperial Bank or with 
the Barmla Bank can get their cheques cashed at different branches of these banks at 
[wir, but the co-operative banks having no branches are unable to afford these facilities. 
The co-ofH^rative bariks should, therefore, organise a union with the object of giving 
fa<?ilities to their customejH to get their oht?que» cashed at par. 

SECTION IL 

Question L Tlie indigenons bankers and banking institwi ions in Surat rtH cive deposits 
from, and givfs advatuH'H («u (healers in gold and silvnu* and gold thread industry. These 
fthraffs ordinarily do hvmii husinesB and do not lend moneys to agrieulturists. 

Question 5,- The shroffs hav(^ overdraft fa(‘ilities with l>anks. ''J'hey also borrow 
from wntJcar.H. 

The rate of interest paid by •'< hrofJ\'i on their borrowings is usually ti |K‘r cent. During 
the monsoon months it is rediHaai to 4^ per cent, and dui'ing the busy seasons it is enhanced 
Ho {M^r cent. 

Question h. — It is not the. practiee wdtli indigenous fjankers to insist on advances 
l)eing drawn in the sluvpe of commodities ])ur('.h}ts<‘d through them or n^paid in g(yodB 
sold through them. 

'rhe agriculturists generally j>ay interest to shroff, s at the laie of t> to 12 [x^r cent . 

Question H.- TIuj shroffs would render greater service to the eonim unity, if they are 
given facilities for the recovery of their dues and for the speedy di8})OHat of law' suits and 
for reBtri<’tiiig the upplieatioiis of the Insolvency Act to m<T<diant.s only. 

Accounts are kept according U» the dcshi system and are shown to customers desiring 
to see them, 

SEtTION HI. 

(Question 5. — Then^ bthug no banks in ialuka towns, the village people do not come 
in touch with banking institut ions. It is, therefore, necessary to 0 {X‘ii banks or branches 
of banks in talukn towns. 


Oral Evidence. 

{Summary of Oral Evidence in Gujarati,) 

I am doing only mouey-leiuling business. I advance both to merchants as well as to 
agricuUursits. My business w ith agriculturists has been dec^reasing. We charge from 
to 12 |>er cent, and usually 9 per cent, on the mortgage of land a.s well as on promissory 
note. We also advance on the security of gold and silver ornaments to merchants. We 
charge about 9 per <‘ent. to merchants. Wo do not advance agriculturists on the security 
of the produce. Uenerally agriculturists have two or three soircars, and they require 
money in December and January ami again in July and August. Merchant's need money 
from February. 

There has not 6een a great advantage from the Imperial Bank branch here. .Some 
inereharitx might be getting advances from the Imperial Bank, but 1 do not take any 
money from the Bank. I do business from my owm capital, \\'e do not receive any 
dej oftits, and we do not deal in htindis. 


Seth Dalichand V ire hand. 
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It is very difficult to recovcsr loans advanced to agriculturists on account of the 
Dekkhan Agriculturists* Relief Aot» and there is much delay in rc'covcring it. 

We do not advance agriculturists on the security of produce, but I have suggested 
that banks should advance money to agriculturists on the security of goods. 

I have no experience of yniulati Uundis aw I do not deal in hunJis, 

We advance some money to small traders, but these small traders speml more money 
and take advantage of the jiisoivcncy Act, and, therefore, merchants feai to advance 
them. GeneraUy merchants Ivclp the craftsmen, and tlicre is no awsex iation of tlvcBc 
craftsmen. 

There hi'ing no banks in taluka towii.s, the village people do not come in touch witli 
banking institutiouw. ft is, therefore, nect.ssary to open branches (d hanks in /'u/a/a 
towns. It would bo Ixdter if branches of the (;o*operativ^e bank are started, la'cause tbe 
co-operative banks would l)e useful to agriculturists. 

1 am doing only Tnoney-leiKling business and not doing the busines* of a fihrofj. 

The Imperial Bank has not helped the tradi' a.nd industries of Surat by opt'ning a 
branch here. I do not ttiink it would be poswihle to give the agency of t he Imperial 
Bank to the indigenous haukei-s. But it would be possible if f he indigeiunis bankers do 
the busiiu'ss of ^ihraffs only and no other business eitlier directly or indireetly. I think 
in that case the trade of i>urat would he bcnefitc'd. 

Tlie agrienU nri.stw have not to pay jnore iulen'st on ac(M)\int of tlie Dekkhan Agrienl- 
turistw’ B('lief Act, but they tvave to sell their lajuis, and there are chances of fiJinds. If 
the Dekkivan Agriculturists’ Belief Act is abolished, there would be no need to sell the 
land. If fac ilities are given to .shroffs for s])eedy recoveries of advance's, they would 
render greater se rvice to t he community, and the rale of iiiterc'st would be leovered. 

('rhe witness withdrew.) 

IWANCHHARAM SHIVLAL KHANDWALLA, Esquire, B.A., 
Wadifaiia, Surat. 

Replies to the Questionnaire. 

1. In my humble o])inic>n tlic Dekkhan Agriculturists’ Belief Act shuidd be repealed 
at tbe earliest }>ossibl<’ opportunity, urdess (h>\cruinent can mamige to facilitate loaris 
to agriculturists on th(‘ same easy and convern<‘nt tcrnis on which it expects ]U'ivate 
individuals to advarn c loans to the agriculturists. The A« t (hu-s more harm than good 
to the agnculturists. Nth only tlx- repeal of the Act is necessary but creation of an 
atmosphere of assuranct* and contideiiee is also necessary si) that tin; money -Icndii^g 
class can have not the least apprehension that their dealings already entered into w'ouid 
I>e afTected by ar>y such Act in future as their dealings ent<T('d into }>eforr* the; operation 
of the prcsc'iit Act were affected by the present legislation. There ought to be a decla- 
ration that in future no legislation would come in cxistcJne by which sj)ecial favour 
would be shown to one elasw or community. Without this bt^ing done, there is no likeli- 
hood of the credit of agriculturists, which has suffered much, btdng revived if» the near 
future, that is, till the effects (d the present Act are altogether obliterated from the minds 
of the money-lending class. My reasons for this view are as under ; — 

{a) Owing to the difficulties, inconveniences and losses to which lenders are put 

on account of this Act the number of lenders to agriculturists has become and is still 
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becoming more and more restricted and limited » and as a result high concessions in 
the forms of heavy rates of interest and discount, etc,, are demanded by those who 
have the courage to ad vance loans in the face of this legislation, as the supply of lenders 
is much less in proportion to the demand. 

(b) Instead of deeds of mortgage, agriculturists have to pass deeds of sale in order 
to secure loans and thus they are compulsorily forced to part with the ownership of 
their holdings and thus this Act has encouraged the practice of sales where mortgages 
would have l)een quite siifHcient. Not only this, but in ciTtain caH(‘s, lest the salee 
may lx? interpreted as mortgages by courts of law, the lenders insist that ths 
Viorrowers cannot even maintained as bmants of the property. In short, the lenders 
insist that the boiTOWf^rs should not be in the slightest toueh with the property. 

(c) The borrowers have to depfuid upon the good sense of the lenders for the recon- 
veyance of the pro|KM*ty when they have sufficient funds to do so, since the borrowers, 
being at the mercy of t he lenders to secure the loans espc5cially because the number 
of lenders is very limited, as explained above, canrK>t insist upon having an under- 
taking in writing for reeonveyaiK'e. Ik'sides, even if certain straightforward lenders 
are willing to give such an undertaking in writing, thi^y cannot put their honest 
int-ention in practice fearing that the transaction may hi* treated as a moHgage and 
not as a sale. 

(d) When the transaction is r/r jwrc a sale and a mortgage, sufficienl margin 

is required by the lenders, and if ultimately the projXM-ty through tl»e dishonest motives 
or any other reasons is not roconveyed hy the londei*s, the borrow«*rs are the losers 
of the margin amount which cannot be less than aboiit 40 ]H?r cent, of the value of 
the property. 

(#^) On account of this Act, hoi\esty in dealings with agriculturists is at a very heavy 
* discount and generally the class of honest lenders is ont of the tield. 

(/) On fU'coiJnt of this Act, some of the agriculturists also art^ inclined to act 
dishonestly with the lenders, who are not fully conversant woth the spirit of this 
Act. They at first negotiate a loan on wiiatever terms demandt‘d by the lenders and 
then proe<*ed to the courts of law to secure benefits undei’ this Act, 

((/) Whe^rc^ actual sales have been effcn-tc'd and subsequent! the \ allies of the prcjS'C’ 
ties sold arc fouml have much incivased, agriculturists are inclined to proceed in 
a court of law stilting such sales to be nothing but mortgages. 

(^) This Act gives much encouragement to the agricuilturists to enter into c'ostly 
and troublesome but unfair and impiopT litigation. 

(i) The credit of the agriculturists ha.s Iktji materially affected and is much reduced. 

(j) The Act. instead of giving fircilities and reliefs to the agriculturists, gives them 
insurmountalile difficulties and troubles and oneourages a lot of dishonest practice 
laith among the lenders and agricullurist.s. 

2. In my opinion vernacudar scripts should be given the same facilities that arc given 
to the English sc'ript. During the course of mv business 1 have come ac^ross certain 
instances in which" the public, making use of vernacular scripts, are put to unnecessary 
troubles and inconveniences. Whenever the cheques issued by the Indian Iron and 
Steel Co., I,.td., of Calcutta to the shareholders for dividends on the National Bank 
of India, Ltd. (Bombay branch), are presented for imyment with the payee’s signature 
Mr. Manchharam Shhdal Khandwaiia^ 
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in vemacula^* (Gujarati) they are retumeci unpaid with the remarks “ Payee’s vernacular 
signature requires bank’s (x>nJfirmation.” It is well-known how difficult, nay, almost 
impossible, it is for a person not in touch with the banlvs to procure such a confirmation. 
As a result the cheques have to be ndumeti to the c'oinpany for making them payable 
the payee or bean‘r ” instead of to the pa 3 ^ee or order,” This practice of insisting 
upon bank's contirmation for a vernacular signature has betui adopted only by the 
National Bank of India, Ltd. (Bombay branch), and that too only in case of the cheques 
for dividends issued by the Indian Iron and Steel Co., Ltd. The |K>culiarity is that even 
the Calcutta branch of this very bank does not insist uj)on bank's confirmation in the 
case of vernacular signatures of the payees and even t!ie Bombay’ branch of this bank 
does not insist upon this formality in the case of any other chc(jucs bearing signatures 
in vernacular scripts of tlie payccH. Tiicrc arc not even sptaial instructions of tlie 
Com pan 3 " to the Bombay" f)ranch of this bank on this point. Such a troublesome and 
inconvenient practi< c of tht' hanks should be at once put a stop to as it unn<M:e.s8arily 
creates a sort of jircjudice in the mind.s of the public agaiust banks \vhi(di ndusc^ 
pa^unents and against companies whose cheques arc dislionouri'd without any adequHle 
or intelligible ground, d’hc payees luive to pay heavy discount charges for gmrh 
cheques and have to correspond through the ])ankcrs with the drawer for am(‘ndmont 
from '' ordiT ” to “ bearer ” wdiich thc^' carmot tbemselves do on atx'ount of their 
illiteracA' in English. Bcsifics tlu* payment of sucli che(|ues is very much dela^^cd. 

.‘b In most of those cast's where signatures iu vernacular script by malt's wdihout 
any formalities are accepted, signatures by ladies in vernacular scri]>t n*quiro attestation 
by a magistrate or such other otheer and tliat too along with the <50urt seal. It is diltUudt 
to undtsrsfand why there shmdd bt' such a distinction and tlie ladies, who ave in a liigbly 
disadvantageotis position in comparison with males, should bo r(‘(|uired to fullil such 
a troulilesonu' and iiK'onvenient formaiit 3 ^ Ft'rnales sliould not lx> put in a position 
different from that assigned to males, both b(*ing liU'rate in vernaculars only. This 
sort of restriction plays an important part in discouraging denlings by females with 
bank.s as well as joint stock eompani(;s. 

4. The Imperial Bank of India does not rceognisti ‘‘ Suectession Certitieatc " but; 
insists most strongly upon " Probate ” or “ ladders of Administration ” even in eases 
wh(Te ‘ jSuecession Certilieate ” has been obtainefl and protlueia]. This practice also 
puts those dealing with the Imperial Bank of India to unneeessaTy troubles and ineon- 
veriienees fa'sides unneet'ssar^ additional heavy (tosts and «ToaU*s a lot of |>r(‘judit?e In 
the minds of the public. It has generally been the imjiression in the mind.s of the public 
that, wdienever any paymemt is to l)e made to the bank, it is lanrig ae<‘epted without any 
sort of delay ; w'hile anj' payment Ls to Ixi made hy the bank, number- of obstaeles are 
raised with a view to delay payment. 

Oral Evidence. 

6596. The. Chairmnn : Mr. KhandwalU, you arr a mcrehaht and a banker ? — Yes. 

I am an agent also for insurance companies, motor-ears, etc. 

6597. What is your prineijial business ? — Banking is my principal business. 

6598. Do you as a banker finance Ixith agriculturists and traders or only traders ?— 
On account of the Dekkhau Agrieulturiste’ Relief Act 1 am not inclined to finance 
agriculturists. 

MO V 8:1—18 
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6699. But you are atill financing agriculturiflta to a certain extent, are you not 
I have stopped financing them altogether. I have had two or three bitter experiences 
of this Act. 

6600. But are there not some good agriculturists who can get loans at even 6 per 
cent, ? Would you not finance such people ? — If I finance them, and in future they may 
not c ontinue to be good agriculturists, it would be very diflicult to recover the loans 
advanced to them. 

6601. As regards traders, are you not experiencing any difficulties ? — No. 

6602. What is the usual rate of interest charged here on advances It is 6 to 12 per 

cent, oidinarily. 

6603. Do you finance small industrialists ? — If the amounts of advance made are 
cjuite safe, T can advance them, but I must Iciok to my security. 

6604. What interest do they pay ?— They may pay any interest that is demanded, 

6606. What is the usual rate of interest they are charged ? 9 to 12 per cent. 

6606. Is there any difficulty felt about getting finance in Surat at any time during 
the season or otherwise ?- This defxmds upon the stability cd the party demanding it. 

6607. Qiiite so, but for a man of (‘Hidit , is any difficulty felt about getting finance ? — 
No. , 

6608. Are you in any way connected with the Im^Kvria] Bank ? — I have a current 
account with the TmiKirial Bank. 

6609. But you do not deal with your hiindU through them ? Sometimes w'c have to 
encash our bills through them. 

6610. Are you one of their constituents for taking advan<H?s agaiJist goods ? — No. 
In dealing with the Imperial Bank there are too many difficulties which wc have to face 
If a man demands any advance against Govc>rnment papier, oven tluui, the ofticcr goes 
from housci to houses and makes enquiries about that maii. No)>o(ly would like to deal 
with such a bank which exi> 08 C 8 one’s position. 

6611. Do they make confidential enquiries ? — Yes. W here is Ihc' necessity of making 
such an cmquiry wdien a party dejX)8itH his Goveriiimmt setuirities with the bank leaving 
a sufficient margin to the bank ? Instead of looking to the facilities of the public the 
officer of the bank desires that the public w ill not approach the hank and with this jK>int 
of view the Imperial Bank is dealing with its constittieiits. This is the practice adopted 
by them, and this we can estimate from the mamier in w hich the public are being 
treated. 

6612. It d<x)8 not seem logical that they should opim a branch to do business and afford 
no facilities to the public 1 — It is my experience. 

6613. Is thoie any way wiiich you can suggest by which the Impcnal Bank or any 
other bank can be more^useful to lo(;al traders and merchant ? — No hard and fast rule 
can be pfoposed. The staff of the Impc^rial Bank should arrange their affairs in such 
a manner thaf the public may get great benefit of this Bank. 

6614. Has the use of cheques developed to any considerable extent since the duty 
on it was abolished ? — It has developed to some extent, but this duty of one anna is quite 
immaterial to persons doing business. They never take into consideration this one anna^ 

Mr* Manchharam Shivlul Khandwa^la. 



6615. Bo you think that it ia possible to encourage the use of cheques to a larger extent 
than it is at present ?~-Yea, provided the persons who are dealing with cheques may not 
be defrauded. Suppose a man gives a cheque and there is no suflSoient money, how can 
you in that case encourage this cheque habit ? 

6616. Does this happen often ? — It may happen. 

6617. But there is only a possibility ? — A person who wants to evade payment may 
give cheques so that he can evade payment for a certain time. If thero is a pressure from 
a man for payment, he can tjvade payment by this method. 

6618. The man who draws a cheque knowing that there is no credit to his account 
is liable to crimmal prosecution ?~He m&y be drawing a cheque with the expectation 
that he may put some funds before the cheque is presented for encashment and if his 
expectation fails the cheque will b<i dishonoured. Thus he can evade pa^^ment for some 
time. 

6619. This is a contingency which might arise everywhere. Do you think the use of 
vernacular script will encourage the vise of cheques ? — Yes. 

6620. In this particular case of the Indian Iron and Steel Co., Ltd., winch you have 
mentioned in your statcmi'iit , w hy was this rule about bank’s confirmation insisted ? — 
There is a lot of corrc.spondcnce on this subject. I may also inform you that many other 
exchange banks also refuse to make payment in case of a vernacular endorsement. 

6621. About the sufX'ession oertiticato, does the lm|H"rial Bank rt^uire probate ? — 
Yes, 

6622. Do not the other banks also require probate ? — 1 do not know that, but they 
are satisfied with the sucession certificate. 

6623. Do you receive any deposits yourself ?— >io. I do business on my own capital. 
I want to add a few^ lines before my evidence is over. It is unfair to maintain a bank 
or a company with its capital which is partly fully paid-up and partly contributory. The 
Imperial Bank and the Bombay Burma Trading Company are the cases in point. On a 
winding up in the cast; of tlie Inijx;rial Bank the fully paid-up shares will 
get only Ks. 376 more than the contributory. The market rate ditforonce is about 
Rg. 1,(X)0. If the Bank’s position is not sufliciently substantial to pay its creditors the 
partly paid shares wdJl have to contnbiitc to the extent of Rs. 376 only, the uncalkwl 
capital. In the case of the Bombay Burma Trading Co., tin a winding up, the fully paid 
ahares will receive only Rs. 75 more than the contributory. The present difierent;e is 
about Rs. 600, In both those cases the contributory shares are in the majority. 

6624. In short, you suggest that all shares should l)c fully paid-up ? — Yes. I also 
quite agree with Mr, Kalidas Bharatia when he says that the account books of shroffs 
should not be put to such a sort of inspection by the Income- tfix officer as is now 
required. 

6625. If they agree to have their accounts audited by auditors then where is the 
objection ? — They would not agree to have their accounts audited by certain auditors. 
They will have their accounts audited by their own clerks. 

6626. Your suggestion is that the Income-tax officer should not look into their 
iccounts ? — The Income-tax officer should not look into the accounts to find out with 
whom the shroffs have dealings. They can look into the accounts to find out what 
profit they have been making, but I do not like their copying out several khaias and 
then harassing the persons connected w ith such khitas. 
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6627. Mr, Kamai. : Wc have been told that in other coiintrieR there are banks by 
thousands. Even in villages, we are told, there are banks. On this ground some people 
have an idea that the niiinbK.^r of banks in this eouritry should also l>e extended. But 
as in this <;ouniry we have the valuable institution of MowcurM and nkrofjs already existing, 
to what <?xtent, as an enlightened banker, would you push the idea of multiplying 
banks thereby exUmding the numlKT of modern banks doing business tinder modem 
conditions ? — I cannot give you a definite reply to this <piestion. 

()62H. Would you have such banks in distrit't towns, laluka towns and in villages 1 — 
I cannot say what would be the result of opening sueh banks. 

6(520. Do you not h(M‘ any advantage at all in the opening of such bankvS ? — I cannot 
gay what will be their result. 

6630. Are you not in a position to say any tiling one way or the other ? — No. 

6631. Would you advocate, at any rate, that the existing soirr.ars should be brought 
into a better state of et1i**ieney and made to funetion Iik(‘ a bsiik ?— If this i.s done it 
would l»e in the interests of the soivcara, 

(i632. Betw^een these two pro<;es.ses. tliat is to say, building on the old foundation 
and, on the other hand, opening new branches, which would you take up in hand 
first ? — 1 would like to take up the latter pro<?es8 since dealings of the bank w'ould 
be opiMi to insj-ieotion and public eritieism. 

6(i33. You realise that to improve the old mwmrfi you would in the first place require 
legislation, and in the .siHond plac(‘, even if siadi a legislation is passed, say something 
like a Mf>ney-lender’s Act, a pret ty long time would be required to bring them up to the 
efticicney of a bank. In \'iew' of this dedny would you take up the otlier jirocess, viz., 
starting of branehcM aiul leaving the Howi'orA alone ? ~'rhis can be tried and the results 
obtained. 

6634. It has been suggested that there slu»uld be a sort of reeognition given to sowcars 
by accepting some fiourars as (certified Aotecaov. Assunving that you accept this position, 
would you concede to them the privilege that money Avlneh lies at pr(*sent in the Imperial 
Bank fnmi (Tovernment treasuries .should be plaeed in the liands of these .'iowcars or 
shroffa ? Would you aeeept it as a eondition preta'deut to their lK‘ing re(‘Ognjs(‘d ? Would 
this lie a fair method in the public interest No, sinee public funds would not be 
so safe as they are in the hands of the banks. 

6635. Almut this point ‘‘ The lm|ierial Bank of India does not recognise Succeseion 
OertiticHtu but insists most strtmgly upon Probate or I^q,tei*8 of Administration 
even in enst‘s where suta'cssion certificate has lH>en obtained and prodiu^ed I want 
to know w hether this has ('aused widespread hardship ? — No. Those who have come 
into such difficulties would not like to deal w ith this Bank. 

6(>36. Is this practice also followed by the other joint stock banks ? — No. 

6637. That ia to say by banks like the Bank of India or the Central Bank ? — ^No. 

6638. Do they accept merely siun^ession certificate ? — They accept indemnity bonds 
without ev(ui insisting for .succession certificates, if they are satisfied that the party is 
substantial and they would not come into troubles later on. 

6639. And similarly you think that the Imperial Bank should rtdax its rules ? — 
At least it must accept the succession certificates in place of letters of administration 
or probate, 

jlfr. MmiMiaram Shivial KhandimlJa, 
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6640, Again, the practice of the Imporial Bank is in the case of Presidency towns 
to accept title deeds of immoveable properly as sufficient security for a loan wh(‘^f^as 
a similar procedure is not followed in the case of w/o/m-W/ towns Yes. 

6(>41. You think that the Imperial Bank should plaee tht' Hujfussl! towns on the 
same level with the Pi'csidency towns in this res}H‘ct ? — This facility should Ix' given 
not only to the Ttnt^Tial Bank in the iuofusfiil town, Imt to all the merehants also. In 
the Presideney towns all merchants can advtimx' on the hy|K)t.hecation of title deeds. 
In the same manner these luenduints should also be allowed to do tlu' same. 

6642. The time has c<mu‘, you think, to extend this pri\il(‘ge to rnofus,^if towns ? — 
Yes. 

6t)43. Has the time come to cxtenrl this privilege even to mwenr.^t and ttv private 
bankers ?— Yes. I say in a Presiticncy town anybotly can advaiu;c money against tht*. 
title deeds. Not only the bankers can do it but any |>rivate man ean alst) lend money 
on the hypotlu'cution of title deeds. 

6(A4. In Iht* Presitlency towns title deeds are dTafte<i by solicitors and presuinabiy, 
1 do not kuovN that i.s a fact, but that might be one of the ri'asons w liy title deeds are 
given more freedom in tlie rr('sid(‘n(‘y towns than the title (hs'ds wdiieh aix* drafted in 
th(‘ 7A/o//ev.vi/ towns very l(.>os(‘ly and w ithout any mutual discussion l>etween t he pleaders 
of both sid(*M ? - It is not tlie qm‘stion of only tith* de-ed.s. In hypothecation f>f title dtaxls 
a man. need not pas.s any doeuni(*nt and only a chit i.s .suilieient that lie has reeeived 
80 much money on tin* de}iosit of his title deeils. In the case of advances against title 
deeds no writing is nceessary. 

6645. d/r. BnckJry : Have the Surat Pt'ople’s Co-operativ<‘ Bank 0 ]>ened ae(‘ount8 
with peojile signing in the v(*rriaeular.s ?— Ye.s. 

(»646. Would this bt* a large pnqioiiion ?- I do not know the exact. numIxT, but 
1 think there is a very large jiroportion. Even the |.)ass liooks are issued in v(*rnfie.ular 
in the Surat People's Bank. 

6647. Have you found Jiny greater teiideney towards forgery l>y giving this facility ? - 
No. 

6648. Mr. Desai . Will you express your views as to who advances against crops ? — - 
Generally the mere h ants advance money against crops. 

6649. Does not the Jmp(*rial Bank make advances on crops ? —It has very seldom 
advanced against crops. 

6650. What part have the indigenous banker.s playi'd in finaniing the crops ? — 
They advance their moneys to gin-owmers. With thest* advaneea the gin-owners purchase 
the crops, and after selling the cotton they ndurn the money to banlou's and rnerehants. 

6651. Professor Kale : On wiiat sec'urity do the gin-owuier.s get advanei'.s ? — Without 
any security in certain cases. 

6652. Mr. Desai : If such indigenous baukers seek sufficient support from a central 
Institution and facilities for recovery of their loans, do you think that they will be able 
to serve the county’s trade and agritmliure better than other institutions such as co-opera- 
tive banka on account of their more intimate (;onnection and local knowledgeT—Yes. 

f>653. What accommodation do indigenous bankers receive from the Impt*.rial Bank ? — 

Very little. 

6654. Will you explain why the indigenous bankers arc not getting adequaU' accom- 
modation from the Jmjierial Bank ? Do you not think that the Imj>eriai Bank which 
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is receiving public moiMjy ie for the good of the country, and therefore, it is the duty 
of the Imperial Bank to give sufficient accommodation to indigenous bankers ? — Gksnerally 
indigenous bankers are not inclined to approach the Imperial Bank. No doubt the 
Imperial Bank is meant for the good of the country. 

6655. Do you not think that one of the reasons is that the management is in the 
hands of the people who do not know their constituents ? — 1 cannot say this definitely. 

6056. Do you say that th(i central institution affords a very liberal accommodation 
to foreign exf>ort houses as compared with the assistance given to shroffs and others ? — 
1 cannot reply to this question. 

6657. You have no experience ? — No. 

6658. Have the various branches of the Imperial Bank done any good to the district 
in which they are working ? — They might do, but 1 cannot say anything definitely. 

6659. Have you no idea and no experience ? — No. 

6660. Do you favour the idea of a central reserve bank or a federal reserve bank 
or the Imperial Dunk which is constituted as it is now ? — The Imperial Bank should bo 
allowed to deal with questions which are to dealt with by the central reserve bank. 

(The witness withdrew.) 

Tht CommUiee then adjcmrned till J1 a.m. on Thursday, the 2 1 at November 1929^ 


Mr Manchhuram Shidal Khandwalla 
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Thursday, November 21st, 1929. 
SURAT. 


PRBSK^JT : 

Mr. J. A* Ma£)AN, CJ.E., I.O.S. (Ohairtfutn). 

Mr. L. B. L. Buckley. ^ Professor V. G. Kale. 

Mr. H. V. Bbsai. Mr. B. S. Kamat. 

Mr. K. P. Masani (Secretary). 


Khan Bahadur V. P. BHILADWALLA. 

{Surnmary of written statement in Qv jar all.) 

Question 1. — The rate of interest payable in Fardi taluka by well-to-do farmers 
varies between 9 to 18 po‘r cent. The labouring agriculturists such as the kali/paraj 
got fewer facilities and have to pay 18 to 50 per cent. 

The principal financiers in this taluka are the sowcars. The Imperial Bank and tt»e 
joint stock banks play no part at all in r\iral finance. Next to the saivcars the co-ojK-ra- 
tive societies afford financial facilities to the agriculturists. 

The financial requirements for cuiTont expenses of agriculture during the year are 
computed at about two lakhs. This does not include old debts or special needs. 

Grain and cuoth merchants and grocers make advances in kipd, estimated at 5 lakhs. 

8o long as the old debts arc liot redeemed and a. low rate of interest on mlvanees is 
fixed, say between 4 and 6 per cent., the coi)dition of the agriculturists in t h(i taluka will 
not be improved. I therefore strongly recommend that Government should grant facili- 
ties to co-operative societies so as to admit of loans being advanced by them to agricul- 
turists at .such low rates. In the alternative a land mortgage bank should be started. 

Question 2. — In this taluka the principal ero}>s are grain, mangoes, gur^ grtiss and 
babul wood. There is no co-operative .society or organisation to sell such crops. 

Question 3. — The agriculturists have to sell the produce in December to pay the 
dues to Government or the sowcars. 

The estimated value of land in the taluka is : — 

Jirayat Rs. 50 to Rs. 100. 

Bagayai Rs. 150 to Rs. 200. 

Kyari Rs. 150 to Rs. 3(K). 

During the war the values were double these amounts. 

There are nearly a hundred thousand acres of land in the taluka^ of which nearly 60,000 
acres are under the control of the sowcars whose population including the members of 
their families is about 2,000 only as compared with the population of the taluka 
numbering 70,000. 
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Question 4. — There is no leg«l impediment to mortgage of land ; only laud with 
restricted rights to mire cannot mortgaged. There is not a single bank to advance 
moimys against the mortgage of land. 

Qu estion a.- The estimated debt of the Pardi taluka is 6b lakhs. The principal reasons 
for indebtedness are frequent searcity of rain and consequent failure of crops, high rate 
of interest, heavy assessment in respect of kyari land and high wages of labourers. 

As a rule, the agriculturists pay off their debts by surrendering or selling their land. 
An agriculturist who redeeinH his debt by his own exertions and earning is an 
exception. 

Question 6. — .Subsidiary industries do not exist. There are about live rice mills. 

In this taluka kalmi mangoes are growm in large numbers. There is a factory in 
Karwarfor preserving the mango t»ul|>. Such an institution in a ( entral position "ivould 
be very useful. 

(^UKSiioN 7. — The maximum duration of loans given by co-operative societieft is ten 
years, Tliis period should 1 h* exU iided as much as posvsiblc. For juojierly devtdoping 
the Oo-opei-al iv(' Movement in the talvka nearly Ks. lb lakhs w'ill be required. 

The agi-icullurists seldom avail themselvi/s of the postal cawli (‘crtihcatt^B. 

The major portion of the agritmltiirist’s income goes tovvarils the rejiaymenl of his 
debtvS, 

Oral Evidence. 

tbiOl. T/je Chairman : Mr. ihiiladwnilla, what are you by piofession ? — I am a hay 
contractor to Go\ enmienl . 

Hav(; you any lands ? — I have seven hundred acres of lands in Tliana district 
and ill Pardi taluka. 1 liave a big rnirsi'ry of about I'o acres in Pardi, and my father’s 
main buvsiiu'ss is selli.ig j)lan(s. 

(hhill. Do you cultivate any lands yoursedf l)esides looking after your nursery ? — 
Not mmt' than 15 or :!<) a^ res. 

l)o you lease out the roNt of the laiul ? — The rest f f my laitds, about 5b acrea, 
is for graining our cattle-. 

(>(>(>5, Have you no tenants No. 

dbbt). Do landliolders in Jhirdi arrange for the tinance of their tenants ? — Not in 
Pardi taluka. 

6(>b7. Have the tenants t(* ga to .sfowcars ? — Yes. 

tiOtiS. Is there hcovv for land improvement in Pardi ‘/-—Most of the land is grass land, 
and the cultivators are not so rich as to cultivate the land. 1 have bt^m in Pardi for the 
last tiirce years, and I took U]) this activity. 1 have started the Taluka Development 
Association. 1 purchased one tractor, for wdneh I took a loan of Rs. 6,000 from the 
co-operative bank here. In other talukaSy they charge Ks, 20 to Rs. 22 per acre for 
ploughing by a tractor. 1 started doing it for Ks. 15 only wdth an idea ot helping the 
poor ciiltivatorB, but unfortunately, the people did not take advantage of it. Only 120 
acres were ploughed, and the cultivators are so poor that they could not pay even 
Ks. 15 per acre. The W’ork ha.s, therefore, been stopped, and T have been trying it 
at other plaoea. 

Khan Bahadur F. P. Bhiladwalla, 
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6660* I» iherescope for small irrigation works ? — Yes, there is scope for irrigotiou 

6670. Are there large plot-s of land so as to make irrigation frcan river possible ? — 
There are some liig plots near the river. One landholder has IKK) acTes. Government 
has given him permission to get free use of water for about 25 years ; but there are no 
cultivators to take up the land and eultivate. He intended to lease out his land for 
bagayai crojis, but he could not do so in absence of any tenants coming forward. 
Mr, D. C. Umrigar owns this land. At present be is growing grass, babul and 
date trees. 

6671. Are moat of the jieople in the taluhi of the haUparaj eltiss 1 — Yes, 

6672. itavf' tliey to pay a very high rate on the money borrowed from ifotvcara ?— Yes. 

6673. Even on tlje security of land ? — They have to pay even on the security of land 
not less than IS percent. 

6674. For what purpose do the people require money ? — For Agric ultural purpose* 
some social function, and at times a part of the* money is wasU'd after drinking. 

fi675. You say that the Tmperia] Bank does not play any part in hnaneing the trade 
of your tahika. Do you think a branch of tlH‘ Imperial Bank would ht^ useful ? — I do 
not think it would be useful. 

6(m6. Is there any business (bme ?— It is done on a very small scale, and that 

too, by iiKligeiious bankers. 

6677. Is a lot of grass exported from Pardi ? — It used to be Ixdore and during the 
War, but now' we send about 30 to 40 lakhs of lbs. every year to Bombay. 

0678. Do they send to Bombay merchants <lireci ? — They sell through commission 
agents to Bombay merchants. 

6679. Do t hey require any finance ? — Sometimes commission agents advaiu'e money, 
otheiwise Bombay merchants send cash or handi after two or thret^ days. 

(iOvSO. Is there much capital required forgrass business H — 1 do not think so, because 
those who do this business are great landholders. 

6681. Do they also buy gniss ? — No, they have their own gras.s. 

<>682. You flptiinate the financial requirements of agriculturists at about two lakhs ; 
is that based on any enquiry ? — Yes. Two lakhs are r<‘quired for current expenditure. 
There arc cultivators who possess I (Mo 15 acres of land, and they have to go either to 
the society or to the dowcar ; and it is very difficult for them to got any money, even 
He. 50 from the soivcar, Ix^cause they are already indebted, and, therefore, they 
manage to got money from other of their cultivator brethren. 

6683. Does agriculture suffer for want of capital ? — In certain cases it does. 

6684. la it in the case of j^eople who are heavily indebted Yes. 

6685. You estimate five lakhs of rupees for advances made in kind. Is that not for 
agricultural purposes ? — That is for the maintenance of his agricultural establishment 
and his own household in the form of advances made in grain, cloth and such other 
necessaries. 

6686. You suggest that Government should advance money to co-operative societies 
for granting long-term loans. If the co-operative societies are themselves able to raise 
money, why should Gov^ernment advanc'e them ? — Go-operative banks advance long 

MO y 83 — 19 
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term lo*n« for 10 years, and short term loans for 3 years, which period does not suffice 
to pay off the debt, 

6687. What pt^riod would you suggest for debt redemption ? — 1 should say 
about 40 years, 

6688. Are the debts so big ? — I estimate them at about fifty lakhs. 

6680, Is that figure based on any calculations ? — Yes, and i< is very nearly correct. 
I have calculated ten lakhs as lendings between .sowvarA* amongst tlunnsch es for trailing 
and lending for cultivation, because big mweam^ who own the land, have lost their 
money as they could not recover what they lent to cultivators, 

6690. Do they get money from man^ar/i in the talukUH ? — They g<*t money not only 
from the taluka but also from Bombay, Navnari and other places. 

6691. What interest do they pay ? — They generally pay abcuit o to H per cent. 

6692. Ah regards question 2, are there no sale sot ietics in your faluka ? — No. 

6693. Are you familiar with cotton sale societies ?— I have heard about them. 

6694. Do you think tliere is room for it in your taluka ? - Tliere is goml sc ope for n 
sale society of rice and gur^ but the j»eople are ignorant and illiterate, arul it would be 
rather diflicult because funrearM have this trade in their Inunls. 1 wanted to start oric 
lost year, but I thouglit it w^ould be very difficult. 

6696. Where do the agriculturists sell their pr<Mlu< (‘ V Mostly in t in- kasha or in 
villages through sirwcars. 

6696. In reply to question 3, yon say that the agriculturists liave to sell their 
produce to pay the land revenue. Does not the land nntnnn* fall due in January ? — 
They have to pay in two instalments in January and March . 

9697. Are not erop.s ready for sale by that time ? — Yes ; hut most of the juHqJe have 
to pay their instalments to co-operative soc iedies and to tlic^ sowcar.s. As soon 
OB the crop is ready, most of it is taken ii]> by the sofrrars. 

6698. You say in your staUnnent that most c»f that land iHlongs ten a few soivcars. 
Have these people depriveal thc^ agrieidturists of thedr land, or have tliey l>een holding 
it from the beginning ?— Tliey have taken the land in ret urn Tor the advance of money 
that wc're not returned. • 

6609. From the kaliparaj people ? — From the kali para j people as well as from the 
anavli^, 

(i7tK). Is there no land held on the restricUHi tenure* in your taluka ) — No. 

6701. You have been interc'Sting yourself in the develojnnc'iit of fruit growing. As 
regards mangoes, is there a great trade between your taluka and Bombay ? — Yes. 

6702. Are there sufficient facilities for that trade 1 — There is no facility. \Vc^ 
send mangcKis to Surat and Bombay. 

6702. Do you sell mangoes in your taluka ? — The Bombay ghati^ come to the village 
and they buy tfie standing trees before the fruit is out. Some fruit remains unsold to 
ghatis in case when the owner sends it to Surat or Bombay for sale. Each man has his 
own commission agent in Bombay, and they charge commission at a rate ot 
6J per cent. 

Bahahur F. Bhiladuxiila, 
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6704. Do they sell by auoiioii ? — ^'rhey sell to oustoiuors by baskets and not by 
auction. 

0706. Have you any voice ? — We have no voice ; we have to de}>end on the oommis* 
3 ion agents. 

0700. Do you think that tlie s^'stem is .satisfactory ? — As there is no other Tv'ay^ and 
as the system has been going on for the last so many years, I think, the parties concerned 
are accustomed to it. 

()707. I ask you this^ because in Ratiiagiri the people are very much dissatisiied as 
they are at the mercy of these commission agents ? — The same is the case here also, 
but as we have no othi'r agency, wc have to depend upim them. If there is any other 
agency', it would Ixdter. 

(‘>708. Can you suggest any other way ? — The only way, to my mind, is to sell through 
sale societies. 

0709. ]>o you tinil from your experience that fruit growing is developing in your 
district? — I think it is developing to a great extent, especially mangoes, cfieekus and 
bananas. 

0710. Docs tljc ( ulti\ation of these three fruits require' much capital ? — At least 
for the first four or five years ( apital is required, bt'causc tht' crop is rcatly after about 
live years. 

0711. If more funds are availaliic, do you think that petiple would take more to 
fruit grow ing ? — Yes ; if the grass land is brought under cultivation. 

0712. Would it not pay if land is put under fruit than under gras.s ? — Tlic thing is, 
in grass they ha\e nol to df'j)end upon labour, and if tliere is good rain and if the 
market is favourable, they get more from grass. 

0713. Do many }H'Ople in your Udvka take advantage of ])ostaI savings banks ¥*- 
!Not many ; they deposit with indigenous bankers. 

0714- , Agriculturists agFiculturi^ts, but tfoiecof if and most of the wddowfl, 

who b^v© some money', deposit with nioneydenders instead of investing in postal 
savings banks . 

0715. Do they gel good interest ? — They get 3 to 4 per cent. 

0710. Do they ever lose money that way T — No. 

07 17. V ou say t hat a major port ion of the agriculturist’s income is taken up in pay- 
ing off his debts. Is that general with all cultivatorH ? — Yes, with all cultivators. 

0718. Professor Kale: W'hat proportion of the total land in Pardi taluka is under 
grass ? — About 45 to 60 per cent. 

6719. Is it Ux ause grass pays better than ordinary crops ? — It used to be 10 or 12 
years ago, when jH ople used to get better income from grass, but since the last four or 
five years, the market for grass has not been favourable and, therefore, they have 
been cultivating land for other crops. 

6720. Did the price of grass go up on account of the War 7 — On account of the War# 
on account of famine and on account of short rains. 

6721. If prices of grass remain what they are, on an average, do you think it would 
not pay to grow grass ? — It would not pay to grow grafis. 
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6'?22* • What would be, at present, the comparative value of the produce of one ifcoro 
of grass and one acre of ordinary crof>« ? — It is a difference of about Rs. 15. 

6723. What is the value of grass land per acre ? — From 60 to 100 rupees. 

6724. And what is the crop ? — The crop is chiefly paddy or rice. 

6725. And what is the value of this land ? — The present price is Rs. 100 to Rs. 160 
per acre. 

6726. What is the nature of the water siijiply in your taluka ? — The only water 
supply is by wells at present. 

6727. Can you get water at sufficient high level, or you have to dig deep ? — At least 
40 to 50 foci deep. 

6728. Then the of water supfily would be rather high ?— -Acs, and so generallj^ 
in my taluku they use engincH and pumps. 

6720. Do you think there is a suffii-icntly large market in Bombay if more people 
take to fruit growing 't — Yes, 

673t). Would there not be an over-sujiply ? — 1 do not think so. 

67.‘U. Does it not happen that when ont' man makes jirotit, others rush into that 
business ? — In cfmeku if Bombay market is not favourable, v c send it to Karachi 
where we get better prices. 

6732. The (Jhmrtnan : Do you send it by train ? — Yes. 

673,‘t. Pro/e, sHor Kale : Is cfie.eku less perishable than other fruits ? — ] think 
ch^eku can last for eight to ten days. 

6734. You say that grain and cloth merchants and groi:crs make advances in kind, 
estimated at 5 iakhs. Do they charge an\ interest, or do they charge in the, 
price ? — They charge in (he pri(-e, and even interest in case of long delayed 
payments. 

6735 Mr, Kamat ; Y’oa have referred in your note to the mango pulp industry. xVs 
an enterprising agriculturist, have you ascertained from the Director of Indufitries or 
from any other source whether.thero is any possibility of this industry being eue-ees^fu) 
in the Pardi talnka ? — I had a talk with Dr. Chcema, the Horticulturist to Government, 
at the time of the last Agricultural Exhibition to have an exjieriment in my tahika. 
Unfortunately last year the crop was only 4 (o 6 annas. But this year 1 intend to take 
it up and see whether it would pay us, because when the market for mangoes is not 
favourable in Bombay, we get very low prices, especially for alfonzo. 

6736. The Chairman : if such an industry is started, will you be able to raise sufli- 
eient capital in your taluka ? — If it is paying, there are a few^ persons who arc interested 
and who w'iil invest their money. 

6737. Mr, Kamat : Have you also eiK|uirod whether this industry can be t-aken up 
by a man of ordinary means and not only very wealthy persons, so that it can give 
occupation to a large number of people ? — The jieople in ray taluka are not so 
onterprising as to do this work, unle-ss some experienced or monied men take the 
initiative. 

6738. As 3 'On have made enquiries from Dr. Cheema, have you any objection to give 
us an idea of the capital required for this industi-y according to him ? — I think, it 
would not be more than four to five thousand ru|)ee8 to start with. 

Khan Bahidur I . P. BhUadwalla. 



(5739. Have jrou alwo enquii*ed whether there would be any market for mango chntnU, 
which, as yon probably know, have a market even in foreign countries ? — 1 am of 
opinion that that will also pay, though I have not enquired from I>r. Cheema. 

6740. As you are interest/ed both in grass land as well as fruit gardening, could 3 '^oii 
give me an idea as to how much capital would be required to bring grass land into 
cultivation as a good garden on a small scale ? That is to say, supposing a man wants to 
convert, say, 10 acres of grass land into a compact holding for fruit gardening* how 
much capital would be required for such a unit of 10 acres ? — I think it would he Rs. 200 
for 10 acres. 

0741. Does that include digging a well 1 — One well costs about Ks. 1,000 for 
10 acres unit. 

0742. Instead of growing grass, which is becoming more and itiorc unprolitable, 
would it not be better to give a loan of Rs. 1,200 or Us. 1,500 to an agriculturist and have 
orchards rather than grass land In my opinion it would pay, because he will get 
nionej" not onl\" out of fruit trees, but for five or seven ^^cars he will utilise the land for 
growing vegetables andwdll meet half the cxpeiuliiurc' from vegetable cultivation. 

6743. As you know', from this taliika as w'ell as from Palghai near Bombay, the man 
who produces c/iccku can defray the expenses of labour from vegctabh s. l>o yo\x think 
it is a sound proportion to split up this big grass area and to convert it into smaJlre 
orchards of sa^' IB to 15 acres for growing fruit trees and also cany' on ordinary current 
cultivation 1 — Yes. 

t)744 If this sort of thing were done, do you think there is room for co-oi>crativc 
finance to come in ? — Yes, 1 think money can be advanced through the co-operative 
societies for such purpascs. 

6745. So your taluJca gives possibilities of two industries, tiz., mango pulp and 
crochard making ?— Yes. 

6746. Have you tried band press or steam press for pressing grass ? — Only hand 
opressing is clone here, but I aui persouall^^ utilising steam press, w'hich more 
conomic and more paying.. 

6747. But it lb a bigger proposition suitable for men like you ? — It is not that. Take, 
for instance, Palgliar, which is near Bombay and is a central place for grass. One load 
of waggon c arries about 8,(KK) lbs., for which we have to pa^^ Ks. 15 per waggon to the 
railwajM'ompany. But if wc have a steam press, we can send about 12,0CK> lbs., and 
pay the same freight. 

6748. On the whole, W'hat wmuld j'OU advocate, steam press or ordinary hand 
presses ? — Steam press, 

6749. Bo 3 ^ou think that would make a success finaneially ? — Yes. 

6750. Here again, if the steam press is necessary as long as you arc exporting your 
grass, do you not think there is room for a co-operative bank coming in and helping the 
industry ? — If tlie co-operative bank comes in and buys the presses, there is room. 

6751. Can your ialuka have some steam presses ? — Yes. 

6762. Is there room for five or ten such steam presses in your icUuka ? — I think there 
is room for four or five such steam presses, and it would not cost more than Ks. 3,000 a 
steam press. 

6753. Have you enquired from co-o|>crative banks about this JSot yet. 



160 


6754. About the tr«ictor» to which you referred, you say that the rent of Rs. 15 was 
beyond the capacity of the agriculturists to pa 3 ^ What is the least which you could 
charge just to cover your running exfierwcs without making aij}' profit ?— About 17 to 
18 rupees per acre. 

6755. That is to say, you went below the lowest limit ? — PriK'tieally I made a loss 
of Hs. 400 to Rs. 500 by giving it at K«. 15 per acre. 

ofso. The, Chiirmayi : What is the cost jier a<Te of cultivation I>\ a tra<^tor if you 
have to plough about fifty acres ? — It would come to about Ks. 10 per a<Tc>. 

6757. Mr. Kamal : If you go to the lowest limit of charging for a tractor, you must 
have a big compact held l^elorc Iraetors are hojH'ful either by co-operative banks or by 
private enterprise ? — Yes. 

6758. In that ease, wliat would be the (‘ompact area before one could launch into 
such a tra<‘tor ? — f should think, it would be not less than dfty acres. 

6750. Are there sueh areas in ih(‘ village's where you can get fifty acres 'i — There 
are in my taluka more than tilty acre's in one plot. 

6760. You say tfie tractor must lx* oeeupied for a < <»ntinued period. Will it give 
occupation for the tractor for, say, two or three monlliH round before t)v(‘ monsoon V — 
Yes, about two or three months. 

6761. Has this jiroposition Ix'cn eonsidenxl by tin' co-opcralive bank?- -It was 

considered, and I had emiuired from the Ilevolojiment Association. 1 have 

personally seen forty or tifly villages in my taluka whore this can be clone. 

6762. Speaking about your Taluka Development Association, a^ an enterprising 
busine.ssmaii, and knowing, as \ ou do, a good many things from Dr. Cliecma and 
others, that fruit growdiig is better than either grass or crojn <lo you ad\ise Die less 
eduoated cultivators about such jiossibilities through your Association ? — Yes, we do 
our best, but it requires at least educating the people. 

6763. What is ilm Taluka Dcvelopm‘ent .\s.sociati6n for, if you do not take up 
thi» prt*blem l?ducatiou iJi cattiedmn by*' the Pardi Education Society, of which 
I am the President, and there are forty night schools, w^hore about two thousand 
p^ 5 «p 1 e attend. - 

6764. Do you alsc impart agrimiltiirnl knowledge througli these night < Ja.sses ? — 
There an* three agrieultiiral bias cla.HH(^s, Avhere for one hour agrieidturaJ training is givtui. 

6765. So you iiave a very g<»od ag< iH y through these agrieultiiral bias sc hools to 
give a good idea of agrieullure, marketing, etc.? — Yes ; 1 liavc' mentioned that 1 have 
started an industrial srhool in Ddwada, wliere hoys are taught making cane furniture, 
bamboo furniture, tailoring and weaving. From 2 to 5 in the evening t hese industries 
arc taught, and from 5 to 6 agric ultural bias els.sses are conducted. 

6766. As you have these agricultural bias schools for giving agrioultural knoAvledge, 
do you not think that if such induatries are taiigbl to boys from the early childhood 
it would be more useful , iK^oause when an agrieulturist is an adult man, it is very difficult 
to train him ; if, however, you train these agriculturists’ children for basket inaking, rope 
making, etc., they take to it muc h easier, and then, probably it would be a hoi^dul thing? 
Bo you think that would be a good line ?— Yes, 1 am working on that line, and we 
teach these Industries to boys from the fourth to the seventh standard. 

^kam Bahndxkr F. P, BhiladwaUa, 



161 


67^7* Wli4i *re the trades yon are training them in ?— We train them in eane furni- 
ture making, tailoring and wearing. 

67(V8. You teacli ,reaving because it is more U'^cful in a village all the year round ? — 
Yes. 

6769. And the boys can take to it very easily H — Yes. 

6770. ('oining bark one moment to the question of mango marketing, you say you an^ 
(unitent to bo at the mercy of Bombay dalalii in the C‘rawft>rd Market. Do you want to 
toleratq that position for ever V — T stated that if we have sah‘ societies, and if we have 
our own men in Botnbay, probably we couhl do belter than the commission agents. 

(i77l. Is there a combination amoi^gst the Bombay dalaU and do they notallow 
others to conK^ to Bombay ? — Yes. 

6772. Is it ]jossibIe for any outsider either from Rat nagiri or from Surat to take up 
this business ? — I do not think it i^* possible in Surat ; 1 do not know about Ratnagiri. 

6773. What is your experience of these ^Miatyaa^ wlio sell mangoes ? Are they lionest 
{K^oj)le ? — N cry few, 

6774. Have they much finance ■with theni ? — 1 do not think so; tlu‘y also borrow 
inoTvey. 

f!77r>. .17/. iiui'kleij : Corning back to the (jiK'slion of th(‘ dalnls in the Crawford 

Market, is it not one of th(‘ dilHculties in <loing anything connect^] with the fact that 
n/angocs are apt to peris}), if t}i<‘y arc not rmirketed very promj/tly ? I mean, there is 
a ditticulty in liolding tlunji ? -We send raw mangoes, wlii<‘h can last for a Wf‘ek 
r»r so ; so it is not necessary that tliey should be '•old immediately. 

<>77tb In your estimate of Rs. 16 per acre providing sullicient for tin* ust*' of a tractor, 
hjive yrni taken into arsamnt tin* fact that the tractor would be oat of use for about nine 
months in the yoir, and also the loss of intert*st and rlcpreciation '! — 1 have taken these 
into consideration. 

6777, Docs your figure of Its. 16 j)er acre cover them ?— Yes. 

677s. H/ive yon also taken into account the short working life of a tractor ? — Yes, 
it is about seven years. 

6779. 3fr. Desal : I think there are many streams of water in your di.strict. Can 
theyb<^ utilised for agricultural purposes ?■ — There are not many streams, and where 
there are streams, there are not sufficient lands nearby. 

678U, By your starting factories for these tiwtors at.d machiiu'iy and introducing 
tractors into the village life of the country, do you not think that your grass industry 
would suffer V — 1 do not think so. Alter introducing t he motor Ioiri(;s the sale of grass 
has reduced to 26 per cent, and after ten or fifteen years f/ractically we will have no grasB 
business. Xot only in my^ taluka but also in 7'bana district, where in the interior the 
distance is greater from there to Bombay, they arc trying to cultivate the grass land 
for paddy, ko Ira or riagli. 

6781. Do you tliink there is nothing wrong if this industry is extinct ? — Ko. 

6782. At tlie same time, considering the uiie in ploy merit question, do you not think 
it would take away the bread of many janqile if tractors are introduced ? — No. 

6783. Is it advisable to get these tractors and machinery introduced in this country ? 
— Yes ; because our ordinary country ploughs are not fit in these days for our land, and 
for that reason the people suffer. Now in my taluka I have an implement depot and 
I get implements from the Agricultural Department, and people are taking advantage 
of theae plants for sugar and mango cultivation, 
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6784. la it a good compariaon to uae an English plough and a tractor ? — Yes, 

6785. We cannot compare an English plough with a tractor, because there would be 
depreciation ? — For country ploughs also we will require these expenses. For better 
production, we must have either English ploughs or tractors. 

6786. My question is regarding these tractors, because for tractors we want every 
day something and something to import from America, while for English ploughs we 
need not import anything ? — There are also spare parts required for English ploughs, 
Hjiecially knives and bolts. 

6787. Professtir Kale, : You said that the average cc^st of ploughing with this 
tractor is lis, 1 5 to Rs. 1 7 per acre ; what is the cost of ploughing with the wooden plough 
})er acre ? — I think, it is about Hs. 12 per acre, to bring it to cultivation order, anti 
Ks. 2 for ordinary furrowing. 

6788. Is the difference of Ks. 15 compensated for by increased yield ? — Certainly; 
l>eoause the country plough cannot plough more than an inch whereas a tractor can 
plough about 10 to 12 inches deep. 

6789. Have you calculated or found out from your experience whether these Rs. 17 
per acre leave a larger margin to iho cultivator than these Hs. 2 }>er acre ? — I have 
ploughed witJi a wooden plough, and have also ploughed with a tractor, and have found 
t hat not only we can plough more with a tractor, but at the same time we require less 
mafuire. In the long run the tractor is more economic than a wooden plough. 

(The witness withdrew.) 

Mr. MOTIRAM NARSIDAS, Surat. 

(Summary of the vrrUlen staiemenl m Gujarati.) 

At present/ the rhoksis do hvndi business, accept deposits and give advances Just 
as tlie shroffs used to do before. There are mwears who charge a higher rate of interest 
than that charged by .v/iroj^T-f, and there are also commission agents who deal in hundis, 
Witli the advent of the banks the resources of the shroffs were crippled and the officers 
of the banks, laniig fonvigners and ignorant of the position and credit of the indigenous 
hankers, remit the funds to the liead office (instead of advancing in the district 
through the shroffs). Shroffs' hnrtdis are so popular that they can la* easily discounted 
anywhere. Merchants coming to purchase cotton, etc., are financed in 8urat against 
tlieir hundls. 

If you wish to improve the condition of the shroffs, they should be registered and 
they should b<' precluded from doing business as commission agents, etc. Facilities 
should provided to such shroffs for getting their hvndis discounted by the banks, 
(lovernment should start their bank instead of keeping their funds without interest 
with the Imf)erial Bank, and shroffs should l>e appointed agents. 

The co-optirative banks have not proved successful os they do not lend moneys to 
agriculturists on their personal credit. Government should open agricultural banks. 

Oral Evidence. 

679(1. The Chairman : Mr. Narsidas, you are a banker by profession ? — Yes. 

6791. Are you a pure banker, or do you also do commission agency business T — 
1 am a pui*e banker. 

Mr. Motiram Narsidcu, 
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6792. WliQBi do you advance money to ? — To tradem. 

679B. Do you advance to Hmall or big trader#* ? — Both. 

6794. Do you also finance small industries ? — 1 finance iron and other morclianls 
and not small traders as gold threat! manufaeturvrs. 

6796. Do you not finance agriculturists ? -They go tf» ginneries, and we finance 
ginneries. 

6796. Is your firm of long stamiing ? — My firm lias Ikvii in exiat^nce for the last 
S6 years. 

6797. Do you receive deposits ? ~ Yts. 

6798. Do you now get tl\e same amount of deposits us you used to get some years 
ago ? - - We do not receive de|H>sits to tln^ t'xO iit \\t‘ used to, biniause tlie rate of inttuvsi 
allowed by banks has inereasod. 

6799. What rate of inttuest <io you pay ? - Six annas tn- per eeul. 

6iS(»t1. Who has inereasetl the rate of in(ert‘st ? Banks pay 5 per cent. 

6801. If banks can [lay o j>cr tent., tlun** woukl lx- no objisgion from tin* business 
point of vi(‘w for ytui to pay 6 ptn- emt. ; tn- is lln'i’c any sptx*ia) reason why bankers 
like you do not increase the rate of inttn-est ? Wc cannot increase' the rate, ixa’ansc 
the margin left is small. 

(>802. Is yout lending rate fixed ? - Amongst oin l>ankers it is six annaH pcir (^ent. 
During sea.son times \V(‘ lend at about of jXM’ isnit. amongst our bankers, to merchautH 
at 9 per cent, and to aL’vicnlt mists Is^twei'n 6 and tl ]K‘r et'ul. 

fiSOd. Dt) you gt'l any money from tin* banks ' - \V<* depend on mir own ca|>jtal 
and deposits \vbi<‘b \vt‘ r<*e(Mve. 

6804. If more' money is i-etpiirtal, <l«» y<»n raise your rate of intt'rest ? — We raise by 
ul>oul half a p(*r <‘ent.. becainse the margin left is small. 

6806. What l>t)siness do cZ/o/.v/s do ? 'They deal in gold and silvm-. 

6806. 1^0 tlmy advance money too ? d’hey do not acivama' inotK'V ; they generally 

luiy hundi'S. ^ 

6807. l)i> ■‘^hroJJs make ad\ ant es ? Ves ; and tiu'v also do hiinrfi bu8ines.s. 

6808. Vou say that >'ifin>fj>s handi-^ are so |)opidar that they can Ik# diMCOUnted 
anyw'hcre. Has tin* hinidi })u,sin»*ss remained as it was ? To some extent it haa bt>©n 
affeeted, because people deal with bunks more tlnin with fihroffn now' a-days. 

6809. Why is that so ? — Because l>ankK get cc*rtain facilities. 

6810. What faeiljti(*8 dt) banks get ? — They issue crossed clieques, and they do 
not receive any commission. If you send a <’hcmu' for Bs. r>,0(K), the bank will credit 
the amount at par in Bombay without charging any c.ommis.sion ; whereas if you come 
to us, we charg(‘ one anna per cent, on the htrudi. 

6811. A"ou say that ^hroff^ sliould be registered. Do you think that the leading 
nhtojfs in Surat w ould be agreeable to this proposal ? — There are only two shroffs here. 
One firm is the Bharatia firm, and the other is my firm. 

6812. There are choksis and otheis doing the HhrojJ'fi business. Would these people 
agree to registration ? — 1 think they will agree, l>eeauBe they wull get certain facilities. 

6813. Would they have no objec tioji to h-tvc theit accounts audited ? — No. 

.MO Y 83 — 20 
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6814. Do you have your aoaoimts audited by anyone ? — Up till now Ihere has 
been no »nch custom, but we issue balance sheets. 

6815. Arc the balance sheets ready immediately after the end of the year Aftor 
six months’ time. Our methwi is very easy. 

6816. Are your accounts with everybody settlcfl within six months ? — Yes. 

6817. Do shroffa lend on })ersonal credit only ? -Yes. 

6818. Do they also i^ive loans on mortgage of lands ? -No. We generally give on 
jHU-sonal credit. 

681i>. Do you lend on jKusonal credit to agriculturists ? — V\ t* lend to ordinary 
meri'hants who are known to ns. 

6820. What about the agriculturists ? -To those who jnt* knouii to us, we lend 
on jiorsoruil credit. 

6821. Mr. Kawal : Do you think that by registering Mirojfs their condition would 
1 h> improved ? — Yes. 

6822. If Govern iTKui I were to proceed to register shrojf^t in a place like Surat or in 
any other flistrict town, on what basis would tlu^y select such shroffs ? - They would 
select shroffs on the basis of volunu; of business which the firm is doing. 

6823. l>o you insist that they should not 1 h^ allowed to do their commission agency 
business ? — Yes. 

<>824. 'Fhat is to say, as sotui as a man is found doing some (Mot business, lu* .*<hould 
be ruled out from registration ?--Hc must not do any s])eculation. 

6825. Do you say that if he has a>>y commission agency husincss, lie should not ]>o 
eligible for registration ? — Yes. 

6826. That is to say, he must only do shroffi business ? -Y<^s. 

6827. In that case bow many shroffs v\oul<l come in in a big town like 8urat or 
Broai'h ? — A feW' w ill come. 

t)828. Only one or twu) or three will com«‘ and tlu‘ rest of the sourors shouhi l)e all 
ruled out ? — Yes. 

6826. And after this severe test those wiio remain as registenal people should be 
apt>ointed as the Bank s agents ?— Yes. 

68,30. 8uppos(* there are tw'o or three registered shroffs^ should all of them be 
appointtxl as agents or should one out of these three be ap{»ointe(i a.s an agent ? — One 
out of the.se three should la^ appointed as an agent. 

6831. Will not this cause any jealousy ? — Of loiirse it will eaAise jealousy. 

ti8il2. Mr. Buckhy : Heferring to the last question, do you think that it is feasible 
for these tw'o or three seleided shroffs to combine and work as one unit Yes. 

68,33. The Chairman : Would they combine ? — Yes, 

6834. Mr. Demi : Will you give your idea.s why indigenous Imnking in 8urat has 
lx>en on th^ decay in these daj^s ? — 8urat was a big |K>rt formerly and now it is not 
a business centre. »S<^condly Government have issued treasury bills and po.stal cash 
certificates and the^se (^om© in the way of receiving deposits for the ordinary bankers. 
Thii'dly the account books examined by the Income-tax offi(a^r are l>eing actually copied 
dow'n, which is most objectionable, fourthly there is the advantage of the Tnsolvenoy 

Mr, Motiram NarsiHas, 



Afet for the» people and fifthly the ordinaiy^ English insurance companits take away 
the Indian money to Engligh haznr.s. These are the causes of decay. 

(»8.I5. What are the pr€‘sent causes of decay 'i — The branches of the Imperial Bank 
in the rnofusml towns receive (h'posits and carry away aJt the mont^y to Bombay, and 
at the time when traders or depositors or merehant-s go for help tht'y say that tiiey 
liave not recei\'cd any intimation from the head office and without their interference 
the}' CMnnot giv(* tliem money. 

(>880. Have these manaiK'rs no powers ? -They might have j>o\vers. V>ut they do 
not like to take that risk. All tin* money' hav(' Ik'cii tap|X’‘d av\ay to Bombay. \\ c 
wish that this money stiould remain here and it should be utilised here aiul given to 
ordinary merelian ts . 

0837. (4ive us your practical suggestion how to utilise^ these moneys ? —They sliould 
bt‘ utilised through ordinary reg!stere<l hankcus IxM-ause they know the reipilnonent.s of 
ordinary merchants and the money should 1 h' utili.sed through them. 

088<S. As they are i?i intimate touch with the people and local condit ions, t in* mom y 
should l>e utilised through tluun V- A"es, 

0889. Are the managers of the hrane}i(\s of the Imperial Bank not in toiuli w ith the 
local |H‘ople V-'-No, They arc all forcigm^rs and they receive high salaries and they 
take away their money to tlu'ij* nativ(‘ places. 

0840. Assume for a moment that, the h<‘lp giv'en to .•'*// ro/jf.y by tin* Imperial Bank i.s 

withdrawn and adetjuate help would be given to tb*' legistenMl indigenous bankers, lio 
you think that tin* facilities foj- easy finance in the dislric-t would Ix' increascxl to a 
great extent ? ^ es. 

0841. You want the to 1>(‘ appointed as agents for this p\n-j)ose ? Yes. 

0842. What facilities do you want V (Government should b-nd money to t)»em 
instead of lending free of charge to the Imperial Bank. 

0848. What rate of interest would you pay to (Joveinmcmt 7 -2 per cenl. 

0844. Why is the Imperial Bank notin a position to pay some inteiest to (Govern- 
ment at present 7 Will you givti me your reason.s for this 7 — IkM ause it. giv(*8 j>rofit8 
to it.s shareholders. 

0845. Tliey are paving only 10 per cent, interest ?- - Tliey pay at expense of the 
poor rate - payer , 

0846. Do you think that your nuinagem<-nt would })e economical in comparison with 
the English management ? — Yes. 

0847. W'hal is the ex|Kmdilure of the branch of the Imperial B>ank here 7- 1 can 
give you the figure approximately. The expenses amount t<» Hs. 2,5(K> |x^r mouth 
approximately and compared with this expenditure our exjx'nRcs |)er month would 
Ik? scanty. 

6848. If the same business is handed over to you and same facilities are given to 
you, what would be your ex{)ense8 ? — It w'ould be economical. 

0849. Would you be able to satisfy all the jwrsons and constituents of the branch 
of the Imperial Bank including the (lovernmeiit Yes. Formerly w'hen there wore 
no treasuries or the Imperial Bank, we were generally hel|x?d by <h>veniment. The 
commission for writing huTidi^ was annas 4, and Goveinment took one anna and we 
received 3 annas margin. 
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GH50. Formerly yovi were cetiing Bome patronage from Govenimi'nt and now yo^U 
are not getting this patronage from Governnaent ? — No. 

0851 . And for aome patronage you are ready to l>e reiristered ? — \"es. 

(>852. Will yo\i givt^ me an approximate idea of how uiiieh Huni tlie bianch of the 
ftopf^rial Bank in 8ur«t r(*ceive« an depoBits ? - I think it i,s about a erore of rupees. 

(1853. Jdow much <k> they utilise in Surat ? - PrHetj<'ii]ly they ha\'e not utilised 
anything and they are Bending away tin* whole amount to Bombay and if at all they 
give anything, they do ho only on two gt'ntlemen's surety, 'they do not lend on personal 
security just as our deMhi shroffs do. 

(>854. Supj)osr‘ this hjaneh has Is'cn lianded over to you, are you in a [xisition to 
lend money on }K‘r»onal set urity ? If the partie.s are known to us, we will lend on 
personal security. 

(>855. Proff.sMjr KnU‘ : Do yo\i want that (iovernnu-nt should start its own bank ? 
Wliy do you want that ? 'J’lie Imperial Bank is a semi-( Jovernment l)ank ?- 1 want 
a federal bank. 

(»85(b But do you think that the cost of this bar»k would be smaller than the cost 
of the present hank It would not be smaller but the facilities would he rnth<‘!‘ more 
and expanded. 

(1857. You are eonrorned with more facilities and not wiili the question whether 
it is a Govcrnmeut hank or th(‘ Jtii})erial Bank ? — VVe will )h‘ |)rotitcd by Government 
bank. 

(>858. But what do<‘s it matter to you whether it is a Govenmient bank or the 
lm]KU'ial Bank ? This bank will naauvt' hundis irom di's/ii f<krofJs. 

(>S5‘t. Suppose provision is made that tin* lank should receive htmdis for a long 
pcu'iod, t fien it does not matter to you wheth<*r it is h Governmerjt bank of some other 
hank so long ns you get wliat you want ?-- G‘>vernm(‘nt will be saved from all the 
ratea of interest. 

bSbtt. Hut Miey will Itsve to spmd at the same linie ami tiny <‘aniiot carry on banking 
withotit expenditure ? I’be e\{H*nditure will not be more than the interest. 

tkHbJ. We are told that Government hanks ari' more costly than private institutions. 
It may be that the cost may Iw greater and the facilities to the l‘</oo//’.v will not what 
you expect them to be ? In our opinion we think that we will r<>ceive more help from 
the Government hank ratlnu' than from this Imperial Bank. 

G8t)2. But you ai‘<^ awaie that tlu' Gf)veriimei)t grants a charter to the Imperial 
Bank and Government can lay down on it a condition that certain faeilities should be 
given. So whichever tlu' hank is, if the (ioverniiient waints to give certain facilities, 
they ran do so ? -1 think the ehaitt'r is temporary, 

G8U3. Whatever may )k‘ its constitution now, you vi^ant that it should be reconsti- 
tuted ‘t — Yes. 

t>8b4. Are you eoneerned more with facvilities tluwi w ith the constitution of the baok, 
or do you tlpnk that private shareholders .should replat^ed by a Goveniment bank ? — 
1 am of this oi>inion that there should bt? a Government bank. 

G865. But if you require a rvuml>er of banks throughout the w hole country, it may 
not be jKxssible for them to have so majiy banks ? — In the Presidency towns they can 
have banks. 


Jfr. Motiram Narsidas. 
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You refer to a nuiiil>er of vunnet^ for thc' <ieoay of the ohl baiikinj^ syHt<‘Tii, but 
are you awart' that mauy other t>kl iuHtitutions an' dtH'ayintr and pa^sin^ away and 
they have to adjust theinselveH to the ehaneinir eonditiorts ? For instanee. thtue an' 
eo-operative banks and naturally you caniuU exiK'el tliat the whole sowrari system 
should Ih' rnaintained as it was. t)!i the eontrary do nou not think that mwrhrfi should 
adjust themselves to tlu' eluinyfing eonditions ? We are told that they are not able to 
attra<^t deposits. Ls it on aeeount of eom|)etition of othei- banks ? -No. 

(>8(>7. WY‘ are told that (loverniiu'iit otlers a hiLdu'i' rat(' t)f intt'rest on postal cash 
eertifica tes ?- Yt‘s. 

(iSbS. So it i.s the ('Om]K‘tit ion of otlwr l)ankifm institutions whieh t)lb'r' iK'ttc'i faeili- 
ties to the ]>iihli(' ? -^ es, and not only that, but also the public have c;rcat<‘r c(uilidcnce 
ill Government ratlu'r tlian in ordinary banlou’s. 

tiHtilk So the old sv.st<'m of banking: is now c\pcricii<‘inc the comjH'tition of otlu r 
institutions ? Yes. 

b87t). And if th(^ old system of is to be maintained it w ill have' t<i be chautred 

and adjusted in order txj take* a<Kantiii;c of the ticw <’han<rin<.'; ('ondit ions V I have 
alrea<ly sngjjiested that tlu'v sliould Ije reLdst<'red and aeeonnts andit^'d. 

tiS71. With K'Liard to the two signal uii's that are rcf|uir(*d ])y tiu- liujua-ial Bank, 
do you not think that it is a necessary j>rot<‘cticm from tin' view-point of tin* l>ank - 
If that he the case, nolaaiy will Ih' helped. 

t)S72. Hut (•\('r\ where in the worht these iW'. suretns are n't j nir('<l. Why .should 
not the old bankers eonsid('r 1 bis <tu<'s1 ion from this {stint of view ? It is not only < b<* 
old bank<*rs that are reijiiired to do this. 'Ibis is the ec'ueral ])iae1iee everywhere ? 
If they understand it in this sense }H'ibaj>s there vill Ix' no hesitation on the part of 
bankt'rs to do so ? W’e do Aot re<juire any sure ties. 

()S7lk 77n fhairnuni : Do vou (*\('r fosi' money on this aerauinl as you <lo not take 
any snreties ? - Yes, we have to lo.se money sometinu's. 

bS7I. I'rojtssor Kah ; 'l'ln'r<‘f«)r’<‘ you admit tliat tliere is th<' datigt'r wlrielr one 
eannc>t atl'ord to risk ? Therefore we become a prey to the Insolvency ,V<'t. 

(1875. d/r. OiMdi : Does not the hupe'rial Bank lose.' moru'y (‘\cn with 1 he3 
suretie.s ? Yes. 

b870, Tht Chniryvn n : Von siiy yeuu firm is of So years standing. Have yeru seen 
your e)ld aeeounts ? — \ e-s. 

(>877. Has there hee*n any ehafurt' in the" method of your working eluring tlie la.«t 
85 years ? — No. 

(1878. Is there any elrange in the rate eif intere^Ht ? --No. 85 years he'feere it w an 

0 to 9 per cent, and now also it is the same. 

(1'he‘ wo‘tn('.s.s wdfhelie w.) 


Mr. ISHVERLAL NATHABHAI KINKMABVALA, Bania Street, Surat. 

{Summary of the Replies to the Questiunnaire in Gujarati.) 

Question" I. — The rate of intere^st on loans varies from ft tei 12 per eeiit. In Ba-rdoli 
tahika it is 9 j>er cent., elRewheie it is 12 rent. 

The agneulturisi is indebted to several parties. The r.xtent of his borrowings eaiinot, 
thorefore, be ascertained. His debt inereases as well as his expenses. 
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Question 2. —Ther^ muHt l>c^ an many Male «ocietieH an possible. 

QtTK8rioN (). —Th^'re shoubi l»e exteriMion of elect ri(* iiintallat ions wherever they are, 
HO that villa^^ers electricity may be able to work their ^imiiug faetorien or looms 

with eleetrieity and to bore wcIIm. 

Qoestiok 7. — There Is competition between the joint ntock bank tind co-operative 
banks for excliauge buHiiicHs, t 'nrrcoil ac<-oanl Itolders with tin* Imperial Bank and the 
Baroda Bank are givioi facilities to have their cheques easheii at jiai* at the different 
brancheH <d th«*He banks, but the Surat (U> operative Bank can '^ive no such facilities as 
it has not opened branches at diffenuit places. If a unioji is fornnni of all banks run 
on co-ojKU'ative principles t<j do such exchange busiiK'Hs, it wouhi help their customers 
in respect of exehange operat ions of sale societies, etc. 

There is no compulsion on borrowers to reyuty loans in goods. 

Oral Evidence. 

{^Summary of Oral EvideMce in OujaruU.) 

I am an agent and a inerchant, Wc used to do bankifjg business, but J have stojqjed 
it now. 1 exjioit sapphires to England aiul France and rubies to Swikicrlami. 
1 import wirc-diawing jilates from Swit/eriand. I am an insurance agent of 
Messrs. V'olkart Brothers. \Ve t rade on our own capital, and wc do )n>t borrow from 
outside. We g(*t mon(.*y by drafts for goods sent to Sw'it zcrland, and wc cash these 
<]iafts at exeliange btvnks. Sofuclinn s wc naanva* momry b}' tclt grapliic transfers. 

Thcrt! are many moncy-lcmhn's in Bardoli, and as there is <-ojn}jct ition, tin* rate is 
only nine per (suit. 

1 should suggest, that agriculturists should have gins in their ouii houses run 
by elec tricity. 

There are many mctchants doing jewellery busim'ss, but most of tln'in arc in Bombay. 
The busint'Hs of jewcllt'ry requires large amounts of cajutal. 

Tlie j('wellery biisim'ss has been decrea.sing for the last fiv(' or l<*n years, f^'ortiierly 
(he Arab merchants used to sell the diamonds to us, but now they go to Paris { liem.stdves 
and sell diamonds tlu’n*. There are many Indian jewelh ry iirnis in Paris. I used to do 
the gold tliread business, 1 used to import gold thread from Europe. After the* war 
the husiuesH <*f manufacturing gold tliread has lieen develoj>ing here. At present the 
imj»ort duty on gold thread is thirty per vvnt., ami it should be incre*ased to encourage 
local manufactures. There should be a pure base ami sale seK iety for the golel thread 
industry. Tlie labour e harges have been increased, and the }*eople dealing in this 
industry have te> spend a le t. (Tovernment should help the gold ihread imJustiy. 

(The wit noM.s withdrew.) 

Rao Saheb D. A. PATEL, B.A., Personal Assistant to the 
Collector of Surat. 

Replies to the Questionnaire. 

, SECTION I. 

Question 1.-— (u) They borrow money at heavy mte.s of inteiest from ^om'ars or their 
landUwds if they ( ultivate others’ lan<l«. In both eases, seed is generally advanced in 
kind. In the more backward parts and communities, e.g., Bhils, Dubla^^-, DJuniMS, Vorlis^ 
ThakurSf ek‘., the seed is to be repaid in kind two fold at the following harvest. 


' Jim Biihtb 1). A. BuleL 
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(b) They rarely do this. When they w'ant to dije; a well or install a pump, they 
generally take a loan from (Itvvemnieni as tucaivi. 

(r) For repayment of land revenue, they generally borrow from their middleman or 
ftowmr who usually arningoB for the marketing <d tlieir produce. Dui'ing failure of 
monsoon, they have entirely rely on (h»verninent tarrnri, as hoBitate to 

advance when there are no standing erops. 

The prevailing rates of interest, so far as I kmnv, are (i to 25 per eent. according to the 
credit of the man. 

There are no fixed pericuLs during which tht* loans horrou ed from tlie village softrar 
are to be repaid. It all depends on the state of the borrower's crops for the seasoti. All 
the produce either goes to the or i.s inark<'f.ed through him. No security is usually 

taken except ttuil in case ot big loans retjuired for {a) marriages, {h) fuinu'als and such 
other special occasions, lande<i or house ]UYH)erty is taken in se( urity. It is not usual 
to take standing <Tops in security. 

The Imperial Bank of India and also joint stock hanks liavc as yet iilayml no part 
in agricu It lira 1 linance of tin* <onn(r\. ( iovornimait, however, hav(- <h>ue much. Ka.rlv 
in IK83 and IS84. Ihev ninlertook to sn[)}>ly all the money re«tuire»l both for vmrreiit 
agricultural (‘Xpenses as well as for costly improvements, ea/., laud emhankiueuts, <'on* 
atriK’tion ot wells, etc. {r>fjr Ihe l-^rnd lin])ro\ emeikts Loans and t he Agriinilturists' Jaians 
Acts, Acts XIX of IS82 and XII <»f ISS4 respiatively ). 'riu^se. however, did not |»n»\ ide 
for financing 1 he agi icultui ists lor >ocia.l arnl (Iomesti<* items of expenditure vvliii li, though 
unproductive, ar*/ all the sann* necessary. rhis drawhaci; was supplied hv the 
( 'o-operative .Societies Ait of llMij. 'Phougli during the last 25 years of its coining into 
(existence, the t 'o-operat iv<' Movenumt lias mad(‘. nni* h pT’ogross, nnich rinnains yet to 
1)0 done. 

4'he chad def(s r of the present system, in my opinion, is the lack of snflicient 
co-oT‘dination lieluecn tin* village .‘loi/vnr and the co-optuative society. In a village in 
which therci is a credit society, th(?re should, J think, be no otfier financing a,gen<‘ \ . 'Jdieie 
is no royal road to this, but I think this ide.al can be rea( !ie<l gradually only by constant- 
efforts to improve*, the management of rural societiees so that th(^ vowYnis may he induced 
to invest their surplus money in those societies. There is sniheient co-oi'dinat inn Udwesm 
( fovounment and the l o-operativa? societies. 

Question 2. — Principal crops are {a) l otfon, (/>) grains and (c) vegetables. 

Ah regards (^/) the men bants from t.owns usually visit the villages during the stwison and 
purehaso the stiill. 'rhese me r( Hants serve as middlemen betw een tlie prrxiucer and the 
gin-owTier or other big merchant who gets it ginned and t hen exports the ginned eotion 
in bales t-o Bombay' or other centre. There is no direct correspondence betu'ceri the 
producer and the consumer. Sometimes when the producer is in urgent need of moneys 
for some social pur]K>se before the town merchant can i-ome and pay liirn, he has 
to sell his gocMbi to the local bania or marvjan thus adding another middleman. Tfius 
it wdll be seen that tlie producers lose heavily’' in the eomrnisHion of these unnecesHary 
middlemen. 

(6) Mont of the grain is sold through the kK‘al village merchant. Now -a-days there is 
not much surplus grain to sell except iii non-cotton tracts. 

(c) The vegetables have to be convoyed by the producer to the nee rest town where 
there are certain coinmiHsion agents wdio fix the rates at which the local retajlerB should 
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purcrhaa© tli« various artifrles from the villagers and charge a high rate of commission. 
The combmation of these agon Is witli the loc^al retailers is so powerful that the producers 
dare not appr<»a(di tlie retailerH direct. Himilarly for exporting the surplus vegetables 
to other stations, the producers have not the insight or convenieiu e to deal direc tly with 
the merchants in those stations aiKl so are oldiged to utilize the services of the middlemen 
and pay a heavy price for it.. 

As regards cotton, cotton ginning societies are being formed. This is in my opinion 
a .step in the right diroc-tion. Kor grains it is iieC(*Hs<iry to Ijave cemsumers' so< icties, so 
that the producers can sell direct to them, 'the question of vegetabh^ is very difficult 
as they cannot be preserved for a long time. 1 think the only way for the vegetable 
growers is to c(unhino and o|>en shops at suitable places in the adjoining towns and 
also to open sue!) sliops in outside Ktations where the demand for the .•iiticlf=« in 
question i.s such as to justify the expendit tire of runniitjn a shop end also ensuring of 
reasonable }uolit. 

('r(3dit facilities at reasonable rates are required after the jirodncn is ready, but before 
it is rnaiketed, to enable the producer to rncel some urgent call. Tfiere are no such 
facilities at jiresent except that tlie producer is at the men y of tlte greetly local nK>ne\ - 
lender who never fails to squeeze: him to the utmost. 

AgricultnriMt.s lu*r<' art' too lao kward yet to < arrv <»n any foreign tratb' or t(» use the 
banks for internal remittance. .As a rule they have lud miu h to remit, d’heir trans- 
actions are r'onfimal to a small ar^ea an<l their business is transa( tcd in person, ''rill some 
time ba<*k, they w'cre suspicious of eurrcncy notes and would hesitate to acccqjt tliem. 
No other lU'gotiable instruments are yet known to tlieim 

I think there is mucli need for ( hivtuinnent assistanee in protet ling the ])i'cKlueers from 
the vested intr'rest-s of tbc middhuuen and < <*mmisHion agents, at l<‘ast till the fornuu- are 
able to hold tlmir owTi. by tnakirig some sjHwial ja-ovision in tlie ('o-operat ive Societies 
Act, if necessary, 

QiiKSTlON .‘k~ The values of agrieullural rKanpirai lands vary in ditteicrit localities 
ae(‘<»rding to — 

(/) the fertility of tliy soil and its < a]).u itv fo bear ha<jayal crops, 

(;«) (uistes of the cultivators iiihabilating the locality. Tlic valu(‘ will be greater iu 
villages inhabited by 7Vi//f/ur,s, /v and AiiavUj^ than that of the .same 

kind of land in villages iiihabifed (mly by KoH.s. Ihiblas or otlu'r KuHpara) 
jieople, 

{Hi) facilities for irrigation by well or tank w^ater, 

(/c) distance from the village .site aii<{ market, 

(r) facilities of communications, * 

(i'{) climatic conditions of the tract, and last, 

{vii) the ]>rincipl(* of demaml and sup]>ly. 

(u) Ijands soUl tor arrears of Government laud revenue often do not realize their full 
market value owing to eombinatiou of the villagei-s out of sympathy for or fear of the 
defaulter. 

(6) In case of sales in execution of civil court decrees it is found oftem that there are 
no bidders even at 80 j>er cent, of the panchkyas owing to the influence or fear of the 
judgment-debtor or the impoverished eondition of the traet and in .several eases, the 
JtUlo Saheb i>. ^1. PattU 
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Ooliector has to give permission to the decree-holder to bid at the auction. This diffi- 
culty k also being experienced in the execution of the arbitrators’ awards of co-operative 
societies, e.^., in Pardi taluka. The same thing happened in the Daakoshi tract of the 
Matar taluha in Kaira District. 

(c) Sales by private negotiations also do not necessarily represent the real market 
value of the land, e.g . — 

(t) when the transaction is between a sowcar and his debtor, or between relations, 

(ii) when the vendor is in urgent need of money and has no time to advertise. 

Question 4. — Yea, lands held on what is popularly known as the new or restricted 
tenure cannot be sold or mortgaged without the Collector’s previous |)ermission. Such 
lands are usually held by backward classes. So far there are no land mortgage banks in 
this district for the provision of long-term credit. 

(a) So far as I know there have l^een no complaints about the present system of 
maintaining the Record of Rights and title of ownership regarding agricultural lands, 
and no changed asked for or necessary. 

(b) There is no mortgage bank at present. 

(c) The cost of reference to or of taking copies from the Record of Rights is by no 
means heavy and no reduction seems callwJ for. 

Question 5. — It is very difficult, if not impossible, to obtain a reliable estimate of 
the indebtedne.ss of agricultural .classes in any taluka or even village, chiefly because 
this l)eing a delicate matter of one’s i)restige and erf^dit, poopfe are very reluctant to 
give out the true state of things. In several communities, ]X>ople have to maintain an 
outward api)earance even beyond their means as the prospects of their sons getting 
brides depemd on this. 

The only way to get some reliable information about indebtedness would bo to obtain 
it through the co-operative societies before whom the borrowers have to disclose their 
real position sooner or later. But this will be only for those who are memlKjrs 
of co-operative societies. For the rest, there is no suitable method which can bo 
adopted. 

It is my experience that for some reason or other several people do not like to take to 
agriculture as a profession. Even the sons of genuine agriculturists prefer a clerkship 
of Rs. 40 per month either in Goveniment, railway or private service or emigration to 
Africa, to taking to agriculture. This is partly because the present system of education 
is not suitable for those who want to follow the profession of agriculture, but mainly 
because agriculture, as it is carried on at present, is not found a paying business. The 
yield of land has practically remained the same while the cost of production, e.g.f wages of 
labourers, price of manures and seeds and cost of living have increased tremendously. 
Moreover, as remarked quite significantly by one of our Finance Me miners in his speech 
on the Budget in the Indian Legislative Assembly, the framing of a budget for a country 
like India is a gamble in rains, and as 90 per cent, of the country’s population lives on 
agriculture, the budget of each individual agriculturist is affected by the caprices of the 
rainfall and whims of the season. The best efforts of the cultivators are, often, as we 
know too well from personal experience, frustrated in a day by natural calamities like 
(a) frost, (6) flood, (c) locusts, etc. Several of the farmers’ sons from the Kaira and Surat 
districts are therefore emigrating to East and South Africa and lands are left to be 
managed by the inefficient and resourceless Kolia and DubJas. 

MO Y 83—21 
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QuHSTiojir 6.— Tliei« are, so far as I know, no subsidiary industries worth the name, 
allied or supplemental to agriculture existing in Gujarat at present. There are rice mills, 
dairy farms and cotton gins in some places, but they are all independent concerns owned 
mostly by non 'agriculturists. 

If it is intended to give the producer a better return for his produce, the proper 
course in my opinion is to start co-o|)orative societies to enable the agriculturists 
to put theii* produce in a marketable form and to dispose of it at the most favourable 
rates. 

It must be admitted that our farmers are not fully employed for about six months in a 
year, and they require some suitable employment to keep them engaged during this 
period and supplement their income in other ways. The spinning wheel is being strongly 
advocatc^d for this purpose by Mr. M. K. Gandhi and his follow^ers, for the last eight years, 
but the response seems to Ixi very feeble, ehiefly because pc'ople find it uneconomic in 
competition with modern machinery. If India were alone and had no connection with 
the outside world, it could have pc^rhaps lived l)y such antiquated methods. But facts 
am to be faced as they art^. It is impossible now to cut off t he connection with the out- 
side world, and if India wants to survive in this age of industrialism, it is necessary that 
she must adopt the most up-to date methods of production, both for agriculture as well 
as for cloth. In ray humble opinion, the projwjr v’ay to keep the agriculturists profitably 
engaged throughout the year would be to develop agri(;ulture in all its multifarious 
forms, to extend and improve agriculture by suitable manures and to start industries for 
all agricultural prcxlucts in India. At present raw proklucts are being expoi*ted and then 
the same articles are being reimported here for consumption after some (‘hemical or 
mechanical work is done on them, Tndia alKnmds in forests. These can provide 
employment for many more jx^rsons than tln^y do now if pro|>(‘r training in forestry is 
given and the forest resources arc fully investigated and developed. 

Question GA. — There are small industries in this district, viz., weaving, gold and 
silver thread business, orabroideiy works, etc., but they are mostly in the hands of 
non -agriculturists. They require to bo developed on up-to-date methods and by means 
of labour saving machinery. 

Question 7. — The ('o-operative Movement has by now succeeded to an appreciable 
extent in meeting the liuancial iieochi of the agriculturists in villages where there are well 
managed soc ieties, and the money-lenders are gradually winding up their business. The 
small trader and the industrialists are not taking advantage of the Movement except in 
Surat city and Bulsar where there are urban co-operative baidcs. 

Question 8.— Personally I think the working of the Dekkhan Agriculturists’ Relief 
Act has gone a great way in hampering tlio credit facilities of the agriculturists and also 
in demoralizing them to a certain extent. The atd Wat^ no doubt enacted with the best of 
motives, but it has not served its purpose. Sowcar.s are too shrewd to come within the 
idutehes of this Act ami insist on all sorts of conditions favourable to them before the 
loans are actually advanced, and the agriculturists who are in need of money have no 
choice in accepting them. In old days, the agricuituriste were generally very honest 
and would try their utmost to repay the amounts borrowed from their scmcara to the 
last farthing. Nay, it Was considered a sin to refuse to repay a debt even though it may 
be time-barred. This being so, the money-lenders Were quite confident of getting back 
their money and they were not required to have recourse to civil courts. They Were, 

Mao Saheb D. -4. Patel, 



163 


therefore, flifttisfied with a lower rate of interest. In my opinion, the Dekkhan Agricul- 
turists’ Relief Act does not serve the object with which it Was enacted and it requires to 
be expunged from the Statute Book or to be considerably amended. 

SECTION 11. 

Question G. — Indigenous Banking. — In the more backward tracts iidiabited by bhils, 
the Jhalod Mahal and Dohad talufca of the Panoh Mahals district and in case of the 
kaliparaj people of the Surat district, grain or other produce is generally used as the 
medium of exchange. The banker usually converts the grain or other produce at such 
rates as may be most suitable to him, as the ordinary cultivator has very little knowledge 
as to the market rates of his produce prevailing from time to time. 

My experience of the result of the spread of the Co-oporativt Movement amongst the 
agriculturists, during the past twenty -five years or so, leads me to believe that provision 
of cheap money for the agriculturists is not the sure way of improving his financial 
condition. It is true that by getting monoj" at a lower rate of interest and with accurate 
accounts, he saves something, but this saving is not laid aside by him for the rainy day, 
but is spent away by him in other ways and his financial position is not a whit bettcfr for 
that saving. In my humble opinion, if the Indian farmer is to survive the struggle for 
life in the keen competition of the present age, it is necessary for him first to learn the 
simple lessons of (a) self help, {h) foresight, (c) domestic economy and {d) reduction of 
unproductive expenditure, e.g., on death and marriage dinners. 

Question 8. — The indigenous bankers can be made more serviceable to the community 
by inducing them to invest their spare capital in co-operative societies at reasonable 
rates of interest. If pimctual repayment of the principal and payment of interest 
from year to year is ensured to them, they would probably bo satisfied with the 
prevailing market rate of interest, which is lower than the rate they now charge to the 
agriculturist. 

At present, the accounts of the indigenous bankers are in several cases suspected to be 
inaccurate and owing to the illiteracy of the borrowers, no inspection or verification 
thereof is generally claimed or allowed. 

The indigenous bankers would not in the beginning like any outside interference with 
their business or any now measures controlling it, but they would in my opinion gradually 
come to like it, as their investments would be safer than before. 

Question 10. — In my opinion, the indigenous bankers in rural areas should be induced 
or required by law, e.g.^ by enacting that all financing in villages with co-operative 
societies should be done by or through them, to join the village co-operative societies 
and those in urban area, the urban co-operative bank. With proper safeguards to see 
that these bankers do not do any banking business outside the society or bank of 
w^hich they are members, the bankers will find it to their own advantage to use their 
local knowledge and experience in the management and development of that scs^iety 
or bank. 

Question II. — I think there is a fairly large amount of surplus money, if not in 
villages, in taluka and district towns. This money is generally invested in 
Government loan, post office savings bank and postal cash certificates. In my opinion, 
steps should be taken to see that all these people are induced to invest this money in 
the rural or urban co-operative banks. If this is done, I think the societies and banks 
will not require much assistance, so far as finance is concerned, from Government. 



164 


SECriON IIL 

QtnsSTiON 1 . — ^Th© existing banking resources are : — 

(a) funds invested by individuak as deposits, 

{h) loans borrowed from indigenous bankers or banks, and 

. (c) capital raised by shares. 

The only means or institutions in existence for encouraging savings and investment 
habit for the small people are the post office savings banks. But this is not suitable at all 
for the illiterate people in villages. The co-operative societies have introduced the system 
of taking compulsory deposits at the time the loans are advanced. But so far as I know 
this does not produce the desired result. In the first place, it creates an erroneous im- 
pression in the borrowers that the society also takes a certain percentage as commission 
on each loan like the ttiarwari sowcar. Secondly it is not a real saving. The proper 
course would be to induce the borrowing members to spare something out of the proceeds 
at the time of the harvest considering that the outturn had been less to that extent and 
to invest it as a fixed deposit in the society. The plausible objection which, I know, 
Would be raised to this is that the agriculturists get hardly enough to meet their current 
expenses and so they cannot spare a pie. 1 do not think this is quite correct. In good 
seasons, they can, I think, spare decent sums for investment if they simply care to think 
of the future. This may, of course, require them to curtail their expenditure on some 
social functions or to l>o rather stingy in some respect, but this cannot be helped, as after 
all one has to cut his coat according to the cloth available. 

If the rural co-operative societies are soundly managed and if there is a co-operative 
society for every village, or a group of small villages, I think they would be quite suitable 
for the small men for the investment of their savings. Being very near them, the borrow- 
ers would have full confidence in them and they will not find any difficulty in dealing 
with them. 

Those who are not willing to earn interest on dei)08it8 can render the best 
service towards the economic development of their countr^^ by lending their surplus 
money to co-operative societies or banks free of interest. This would enable the societies 
or banks concerned to reduce their lending rate of interest and the borrowers would be 
greatly benefited Without any loss to the investor. 

There Was a time when Indian <mpital was regarded as very shy and it was so really. 
But it is now coming out. Every one who has some surplus capital now desires to earn 
some interest on it. The practice of investing in gold and silver is not now so noticeable 
as before. The variety of ornaments is of course changing and ev€m the residents of rural 
areas are trying to imitate their brethren in city areas in this respect and consequently 
the cost of ornaments has risen. But they are now restricted to the bare necessities 
according to one’s position in society and the rest of the surplus capital is required to earn 
interest. Investments in land is found only in places where the rents are high owing to 
competition of tenants or some other reason. 

Question 2 . — Postal cash certificates are popular. But they are not in my opinion 
suitable for the ordinary investor in the rural areas. The post office savings bank also 
is not suitable in his case. 
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l^iese aS9 generally availed of — 

(а) by Gk>vemment servants and officers, 

(б) by widows, 

(c) by minors, 

id) for trust funds. 

Question 3. — In my opinion, it would be very long before the small agriculturists 
in rural areas would be prepared to buy Government loan. In the first place, tlie 
transaction regarding the loans being in a foreign language, they cannot follow them. 
Further, they will have to attend the taluka town for receipt of interest or for 
sale of the loan in case of need. Also several of them are still suspicious of this 
paper money. In my opinion, the only and best institution for investment#! the savings 
of such men should be the co-operative society serving the tract in which they are living. 

The habits of the agriculturists are such that whenever they get any surplus money, 
they spend it — 

{a) in building houses, 

(6) in buying more land, 

(c) in having gold and silver ornaments for their wives and children, 

(d) on the marriage of their sons and daughters, etc., 

(<?) in rare cases, in advancing to others on interest. 

Fakmers also do monk. y-len ding business. — Usually they advance small sums 
of money to labouring classes, f.g., JJhedSf KoHs^ Uaharis, etc. The rates of interest 
in case of these people are of course very high as they have no tangible security, 
Jn some cases premium is taken, i.e., for a loan of Ils. 50 a proimssorj^ note for Rs. 55 
or so is taken and the amount is required to be repaid in monthly instalments. 
This sort of bu.siness is very common amongst mill-hands in Ahmedabad, and liailway 
porters, etc., at important stations like Anand. 

Question 4. — So far as I know, the cheque habit has not yet grown to the 
desired extent even in urban areas. It is of course almost unknown in niral areas. 

Payment of Government or bank employees by cheques will, of course, make the system 
more familiar, and so it may be given a trial. 

If the cheque system is intended to be made popular in villages, the use of the 
vernacular script is essential. 

Question 5 — The growth of banking and investment habit in India is, of course, slow 
at present. But that is in my opinion due mainly to illiteracy and ignorance. The 
remedy to advance the growth is therefore to remove these causes by propaganda work 
both by Government and by banks as well as co-operative societies. All this propaganda 
work should be carried on in the vernacular of the tract. 

As far as I know, the opening of new branches by the Imperial Bank of India in 
recent years has helped to some extent in educating the public in banking habits 
and in financing the non-agriculturist businessmen in the tracts served by the branches 
concerned. 

Oral Evidence. 

6879. The Chairman : Rao Saheb Patel, you are the Personal Assistant to the 
Collector of Surat ? — Yes. 

6880. You have served in many districts in Gujarat in the Revenue Department ? — 
Yes, 
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(5881. You are yourself an agriculturist ? — I hold some land in the Ahmedabad 
district. 

6882. You have also served in the Co-operative Department ? — Yes, I have served 
for three years. 

6883. Have you boon in touch with the Movement after you left the Department ? — 
Not much. 

6884. You say “ The prevailing rates of interest as far as I know are 6 to 25 per cent, 
according to the credit of the man V" — Yes. 

6885. So far as the more backward classes are concerned, rts,, Bhils^ Ihiblas^ Dhodias 
and others, is the usual rate of interest that they have to pay ? — It is more than 
12 per cent, and less than 25 per cent. 

6886. Can people with very good credit get at 6 per cent ? — Yes. 

6887. Leaving aside the more backward classes and t he people With very good credit, 
what is the rate of interest charged to ordinary cultivators V — At Kaira they are charged 
6 per cent. In Pan< h Mahals the rate of interest is 8 to 9 per cent. 

6888. You suggest tliat there should be only one hnancing agency in a village ? — 
Yes. 

6889. How would you bring this about V Would you prohibit by law other agencies 
working ? — Yes. 

6890. Will the one agency bo able to meet all the needs of agriculturists ? — Yes, if 
it is properly managed. 

6891. You say that sovTars may be indm^ed to deposit their money in co-operative 
societies 1 — Yes. 

6892. As regards marketing, you say that a producer has to borrow before his 
produce is actually Bold Yes. 

6893. Are there no facilities for taking an advance on the security of the produce 
before it is sold Y — He has only to go to a sowmr, 

6894. Are not co-operative societies able to advance to them at that time ? — If they 
are members of societies, they will advance to tliem. 

6895. Does an agriculturist here require money before the produce is ready ? — It 
depends upon his circumstances. 

6896. What is the principal crop in the Surat district ? — Cotton in the northern part 
and riee and grass in the sou them part of the district. 

6897. We vt^ere told that usually cotton is sold in the village itself ? — Yes. This is 
my information. I have no personal knowledge about it. 

6898. Is an agriculturist compelled to soli bis cotton as soon as it is ready because he 
has no finance or has he the ability to hold it up until he can realise a better price ? — It 
depends upon his own means. Some of them may be holding up their produce and wait 
for better prices. 

6899. Do you think that H would be desirable to provide facilities which would enable 
the cultivator to hold his produce by starting w^arehousea or godowns where he can keep 
his crop so that ho can wait to sell until better prices prevail ? — Yes. 
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60(K). Bo you not think that agricnituro as at present carried on is pajdng 
My impression is that agriculture as at present carried on is not a paying business. 

6901 . Do people with their small holdings themselves work or do they employ hired 
labour ? — They do the Work themselves generally. 

6902. What do they exactly mean When they say that agriculture is not paying ? — 
It leaves them no margin. 

6903. It gives them no return on the capital ? — No. 

6904. You say that money-lenders are gradually winding np their busiiiess ? — Yes. 
They are Winding up their business in these villages where there are well-managed 
societies ; their business has gone dov^m. 

6905. But is this not also due partly to the fact that the J)ekkhan Agriculturists’ 
Relief Act has made recoveries in their case rather difficult ? — Yes. 

6906. It has been suggested to us that if village money-lenders were registered and 
their accounts audited, they might be able to render a greater serv ice to agriculturists 
than they are domg at present ? — I agree. The other day I read in a paper that in tlie 
Baria Stat-e in the Kewa Kantha Agency a law has been passed to the effect that every 
.'iowcar should have a license. 

6907. Do you think that some sucti enactment here will he useful ? — It will, 
1 think, be useful at least for some time, /.c., imtil pooj)le can stand on their oWn 

legs. 

6908. If there is a good season an agriculturist saves something. Where does he 
usually deposit tliis amount ? Is it the practice here to hiiiy money in the ground 't — 
Formerly it Was so, but now it is not so. 

6909. Do they invest in ornaments ? — Very few* of them might he doing so, but we 
should take into consideration their social cu.stoms also. 

6910. There are certain agriculturists who are ( arofiil, are there not ? — Yes. 

6911. Do they take advantage of postal savings banks Y — No, because the postal 
savings banks are far away from their villages. There are no postal savings banks in 
villages, but they are generally only in ialuka towns. 

6912. But in villages where there tire postal savings hanks, do they take advantage 

of them ? — No ; 1 think they are not very popular. 

6913. Why are they not popular ? Is the procedure faulty '{ — If there are more 
banks, they can be useful. 

6914. But as at present constituted why are they not popular ‘i — Because the 
procedure is rather cumbrous for illiterate persons and agriculturists do not understand 
yet the value of thrift and saving. 

6915. The question is whether more postal sa vings banks would lead to larger deposits 
by agriculturists Y — I would rather desire them to deposit in co-operative s(x^ieties, which 
would look to then* convenience more and the management of whi<ffi would be more or 
less in them hands.. 

6916. But the present dc^posit system in co-operative society is compulsory, which is 
not really thrift Y — Yes. By more propaganda, I think, at the time of harvest, they 
can be induced to deposit more. 
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6917. Do you think that farmers can be more easily induced to deposit in co-operative 
societies than in postal savings banks ? — 1 think so. 

6918. iff. Kamai : Do you think in villages where co-operative societies have been 
started soiocars are Winding up their business ? — Yes, they are gradually winding up their 
buBuiesB. 

6919. How many villages are there in this district ? — About 800. 

6920. Out of these villages, Where there are co-operative societies, are about 150 ? — 
I do not know exactly the number. It may be about ojie-lifth. 

6921. Even supposing there is a co-operative society in a village, you know there are 
lots of people in that village who are so hopelessly indebted that the society cannot help 
them and they do go to money-lenders ? — Some of the better class people are not in their 
fold now. 

6922. I am just asking you whether the money-lender is being displaced as soon as a 
society is established there ? — No, not at once. Gradually they are winding up their 
business. I have seen some sowcars who have come to towns from villages. 

6923. If this, as you say, is happening, there is a good deal of hope, hut if this is not 
happening, it changes the very phase of the problem ? — Sowcars are now moving from 
villages to towns because there are difficulties for them now. One is^ho society which is 
coming in their way, and the other is the Dekkhan Agriculturists’ Relief Act. 

6924. Is there any method by which the Revenue Department is in touch with 
economic factors dealing with the welfare of villagers ? Do the Collector and the 
Registrar of Co-operative Societies come together ? — Yes. Whenever the Registrar is 
touring he has a general discussion with the Collector. 

6925. Has your Department any time to find out whether the indebtedness is 
increasing ? — ^They generally make an enquiry about this at the time of revision 
settlement. 

6926. Has your Department at any time found out whether the methods of Pathans 
are extortionate y — Not so far as I know. 

6927. Has your Department to find out statistics whether people doing agriculture in 
villages leave their occupation and migrate to bigger towns and take to other occupa- 
tions ? — No, 

6928. Are not such statistics calculated by your Department ? — No. 

6929. Which Department finds out these economic factors ? — I think a special 
enquiry has to be made. 

6930. If the total indebtedness is to be found out by a special committee, Would you 
suggest any lines on which such a committee should proceed ? — I have stated in my 
written statement that if at all there is any hope of getting any reliable information on 
this delicate point, it must be through the medium of co-operative societies ; otherwise, 
it is very difficult to get accurate information. To expose one’s indebtedness is a very 
delicate matter and no one Would like it to be exposed in an open enquiry. 

6931. Mr, Buckley : In the course of your tours round the districts, have you come 
across any evidence of money being actually hoarded and coming out in a famine year ? — - 
I have not noted this. Money is not being hoarded now, 
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6932. Mt, Desai : You ask gotocars to deposit their money ifith oo-opeiratiT© 
societies ?^Yes. 

6933. What rate of interest would you like to give them ? — It depends upon the 
tract. 

6934. I want to make a mathematical calculation ? — J cannot work it out. 

6935. You should give me some idea of approximate return to eowcars. Would 
you give them five per cent, on their deposits ? — They may deposit their money at 
six per cent. 

6936. At what rate do these societies lend to members ? — I think the present 
rate is 9J per cent., but it can be reduced to V J per cent, if they get their capital at 
6 per cent. 

6937. In that case if they get money at 6 per cent, they can advance at 

per cent.? — Yes. 

6938. Would it meet all their expenses ? — There Will be a margin of 1^ per cent. 

6939. I want to know from you what is the percentage of borrowing at 7J per 
from sowcars ? — I am sorry 1 cannot say that. 

t)940. Here is the C’otton Committee’s Report which says that in Middle Cujarat 65 
per cent, borrow at rates below Of per cent, and 29 per cent, borrow from 9J per cent, to 
12 per cent. Nearly 94 per cent, borrtnv at rates below 12 per cent. Therefore I think 
the rate the .so»rcar.9 are receiving in middle Hujarat is nearly 10 per cent.? — I am not*' 
sure, but presumably the above percentages apply to merchants and big landlords. 
The percentage of smaller farmers and labourers borrowing at about 12 per (‘cnt. must, 
in my opinion, be much greater than 6 per cent. 

6941. 94 per cent, of the farmers are receiving money at rates not above 12 per cent, 
and the average rate of interest, T think, from these calculations would be 9 to 
10 per cent.? — Provided these percentages are quite accurate, ^bout w'bich I am much 
doubtful. 

6942. Wliat is your idea if the figures are not accurate ? What is the rate of interest 
charged to the major portion of cultivators compared with the 8e<mrity offered to the 
co-operative society and to the sowcar ? — I think the major portion of the smaller 
people borrow at 12 per cent, and above. The security is practically the same. 

6943. The security is practically the same except that in a society there is an 
unlimited liability behind it, and further, facilities are given by Government to 
co-operative societies to recover their moneys, whereas no facilities are offered to 
goivcars ? — Yes. 

6944. And is not the sowcar undermined under the Dekkhan Agriculturists’ Relief 
Act ? — Yes. 

6945. Suppose if some facilities are offered to sowcar do you not think that their 
rate would come down ? — Yes, that is what I say and that is what 1 have suggested, 

I think the sowmr should be induced to join the society and put his surplus there, 
i.e., he should be satisfied with less interest if he wants to avoid bad debts and ret^ourse 
trO law courts. 

6946. My point is that farmers would not bo benefiU^d because here you want to i)ay 
him 6 per cent. What is the net return to the sowcar ? I Want to have from you this 
information mathematically and not sentimentally as you are an experienced officer. 

HP Y 83^22 
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IIow' are the farmers benefited through activities of co-operative societies ? — The net 
gain has not been very much so far as I have already stated in my written statement. 
If, as I said, all sowcara are induced to deposit their surplus in societies, then there will 
be only one agency. There is a great trouble when there are two agencies in a village. 
The man borrows from a society as well as from a sowcar, so that the benefit derived from 
the former is nullified, nay, devoured by the latter. 

6947. Why should sowcars deposit their money with the societies ? You want to 
pay only 6 per cent, while Government are offering 5*84 per cent, on postal cash certi- 
ficates ? — Their money would be quite safe, and there is no reason why they should not 
be satisfied with the rate of interest offered by Government. 

6948. In comparison with the Government, the money deposited in a soceity is not 
so safe as in postal cash certificates V — 1 heg to differ from yon. 

6949. You say that mwrars should deposit their money with co-operative societies. 
I want t^> know what gain would the farmers derive through your scheme V — It will bo 
in this way that there will be only one financing agency which sha ll be able to watch the 
financial t^mditions of the farmer better or more effectively than it is being done at present 
and this will be a very great gain. At present, it is very difficult for a co-operative 
society to know how far a person is indebted, etc., owing to his dual dealings. For the 
improvement of his own financial po.sition, he will know that he cannot go to anyone 
else but to the society to l)orrow money, and therefore, lie must abide by the rules of the 
society strictly. lie will be more UTuler the supervision of tlie managing committee 
than at present. 

6950. Would not his freedom be curtailed — Yes, but I think such restric tion is 
desirable and ui the best interests of tlie persons who have yet to learn lessons of thrift 
and foresight. 

6951. Frofemir Kale: You say that many younger sons of cultivators’ families 
migrate to Africa ? — Yes. 

6952. I thought this would give relief to the agricultural industry to a certain 
extent ? — It may be so in a thickly populated district like Kaira. but not in other places 
whore the agiimiltural industry .suffers from lack of labour on in (ount of this 
migration ; there it becomes an evil. 

6955. I thought that these moji go al>road anil bring back wealtli from oUier 
countries V — No ; very few of tliein go for making wealth. 1 think they go out of sheer 
necessity. Labourers are sent to Assam for tea plantations. 

6954. If there are four sons in a family and if two go out, wliat is the barm V — But 
why can the other two nut develop agriculture here V 

6955. You think that there is scope for all these four sons to develop agriculture, if 
they remain here V — I think in some places there is scope. 

6956. With regard to vegetables, are they exported in large quantities to distant 
districts or are they exported only within the district V — Sometimes they are exported 
to Ahmedabad and Bombay. 

r' *' 

(The witness withdrew,) 


i$aheb i). A, Paiei, 



in 

Mr. TAYA6HAI MULLA MAHOMEDALLI MASKATl. 

(Summary of Replies to the Questionnaire in Gujarati.) 

I cvm an Honorary Magistrate. I have experience of business in connection witli 
the firm of Mascotis. 

The indigenous banks give good facilities to merchants. The introduction of a system 
of registration of the shroffs is desirable. The names of partners in each firm and 
their own investments in the firm should lie declared annually. Their audited balance 
sheets should also be published every year. Firms and societies accepting ]>eople’s 
depasits should be regarded as j)ublic institutions and they will hold their own, and the 
Impt^rial Bank and other banks will deal with them freely only if they are registered. 

The Imperial Bank is the bankers’ bank as well as the rival of the banks and bankers. 
The joint stock banks have their head olHcc at Bombay so they also take away the 
money from the districts to Bombay and tb<‘ trade of Surat has suffered. 

Government can help co-operative societies in the commencement by lending the 
services of an e.xpert banker or by contributing towards tlic salary of such an officer. 
Leading citizens can also assist by working as Directors without reniimeration and 
giving their premises rent free and providing caj>able persons as honorary managers. 
Thus assisted the societies would be self-sujiporting within a few years. 

The co-operative societies have not done mindi good as the rules frjimed in Poona are 
made ap})]i<^ablc to all societies and enough disert tion is not allowed to local institutions 
to deal with local (‘ondiiions. 

From my e.xperiencc as a diroct(U' ot the Surat People’s Bank for si.\ years 1 (\an say 
that is has helped merchants and artisans. As an illustrat ion of th<' manner in whicdi 
obstacles are ]>ut in the way of flcvel(*pmeiit of such banks, 1 may say that as a scheme 
for openiii:/ a separate urban bank for Bardoli did not matei ialiso, tb(‘ Surat IVrople’s 
Bank decided to open a branch there, but the necessary alteration in t in/ bye-laws was 
not sanctioned by the llegist rar of Oo-operati vc Societies wdth the result that liardoli is 
still wnthout a bank. 


Oral Evidence. 

{Summary of Oral Kvidtnee in Gujarati.) 

1 am a general raercliant. I have a pedhi in Bankong (Siam). 1 export goods to 
Japan, (h'rmany and England. I purchase some goods in Bombay and send them to 
Bankong. My Bankong pedhi send drafts through the bank, and war cash these drafts 
with the banks. Formerly 1 u.se<l to import silk from Bankong, but now I do not 
import it, because the artificial silk has been import€^d. 

I do not think the Imperial Bank in Surat gives facilities to traders and merchants. 
The Bank asks for sureties at the time of advancing money, and the people cannot get 
advances on the secarity of goods. Advances are made by the Imperial Bank on the 
security of cotton, but they are not fiiianeed sufficiently. There is, therefore, need fof 
shroffs or co-oj>erative urban banks. The trade in Surat has been benefited to some 
extent, say two annas in the rupee, by the urban bank or the }*eoples’ Bank, but not 
by the Imperial Bank. The capital of the urban bank and the Peoples’ Bank is small, 
and it should be increased so that merchants and traders may be ffnanced. In Surat 
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the Peoples’ Baok should advatioe more. Formerly ahroffs used to advance lakhs of 
rupees, but now they do not advance much. Much money has been attracUrd by the 
cash ccrtiBcates and the branch of the Baroda Bank here. I was the director of the 
Peoples’ Bank for six years, and during the last (15 years, the bank has done much 
progress. The directors and the Chairman of the bank cannot sanction big amounts of 
advances. The Imperial Bank does not advance money on the security of estates. 
I think there is no harm in advancing about thirty per cent . of the value of landed 
property. 

About ten to twelve thousand jieople have taken up hand-spinning and weaving. 
They cannot make both ends meet. They should be given financial facilities. 

In Bardoli there is no bank, and the people are too ignorant to open a bank there. 
I thought of opening a branch of the Peoples’ Bunk in Bardoli, when I was the Chairman 
of that Bank, but the necessary alteration in the bye-laws waj^ not sanctioned by the 
Registrar of Co-operative Societies. When I was in China and Strait Settlements, 
I observed that a Chinese bank can open eight branches, and in one village they can 
open six branches. Of course, the Peoples’ Bank is not a joint stock bank, but it is 
a co-operative bank. 

It is very difficult to get even five thousand rupees in Nanavat. The economic 
condition of the people has been worsening here. The trade too lias been depressed. 
Most of the capital has been in v^estf^l in buildings, motors, etc., and there are a few 
furniture and other shops. There are two cinemas, ono of which has gone into 
liquidation. People cannot waste their money in luxuries, because t liey have no money 
to spend. Government should stop these cinemas so t hat the poor |>copU* may not 
waste their money. 

(The witness withdrew.) 

Committee then adjourned and reassembled in Broach on Friday, 
the 22nd November I92ft. 


Mr, 7'aj/abhai MuUa Maho^nedajli 



Friday, November 22nd, 1929. 
BROACH. 


Present : 

Mr. J. A. Madan, C.T.E., I.C.S. {Chairman), 

Mt. H. V. Desai. Mr. B. S. Kamat. 

Professor V. G. Kale. Mr. V. L. Mehta. 

Mr. H. P. Ma sANl {Seer H ary). 

A. 0. KOREISHI, Esq., M.A., F.B.U., C.S., Collector of Broach. 

Replies to the Questionnaire. 

8E0T10N I. 

Question 1. — Most of the agriculturists who are for the greater part ignorant of the 
vast advance made by the modern world towards banking as towMrds other branches of 
civilization derive their finance, from local sowcars (money-huiders), gin and press owners 

and co-operative societies, if any, for — 

* 

(a) expenses during cultivation, (6) capital and permanent improvements and (< ) other 
special needs. Only a few' have recourse to w’oll established banks. Government 
also grant tacravi loan f o agriculturists for improvement of land. When there is a failure 
of monsoon, nOief is given to agriculturists hy 8uspci;uon and remission of land revenue 
and also by the grant of seed or cash taccain. 

{b) The rates of interest charged by somcars in this district vary' from 9 to 18| per cent. 
Co-operative credit societi(?8 charge 9 per t^ent., the land mortgage hank charges 7 per 
cent., and (xovenunent 0*75, Loans arc taken for periods varying from one year to 
twenty years according to needs. Land, houses, ojnaments, jewellery^ and sometimes 
cattle and crops form the security given and accepted. Lands are mortgaged with or 
without possession and sometimes conditional sales are also (effected. 

(c) Govertiment give iac-cavi to the agriculturists in bad seasons, especially in the 
Babra tract. 

There are agricultural credit societies in this district which receive loan from the co- 
operative bank. They^ lend money to agriculturists who are their membejs. Tliero are 
no indigenous banks here, and bankers an^l professional money-lenders do not lend 
money to agriculturists with whose credit they are not well acquaink^l. They require 
land in security of the value of twice orjbhrice the amount of money to ho lent. 

The Imperial Bank of India does not do anything substantjal towards financing 
agriculture except through large and substantial gin and press owners whose credit 
is recognised partly on the basis of gilt-edtred securities and partly on personal 
seenritieg. 

There are no branches of the joint stock banks in this district, but plenty of professional 
money-lenders who lend out money in rural areas. Some large zemindars also lend 
money and some cattle dealers, especially Sindhis, also assist agriculture by sellirig 
bullocks on credit. 
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(/) 1*^^® local money-lenders, as in a large measure even the co-operative credit societiei, 
have no regard to the thrift of the simple people and are frequently careless as to the 
purpose for which they lend money. They should charge moderate rates of interest 
giving credit to bona fide borrowers for important agricultural purposes only rather than 
making themscdves concerned only with the rates of interest to be earned. Money-lenders 
do not advance money to agriculturists except on good securities as the latter do not repay 
the advance punctually and the money-lenders have to have a recourse to the civil court 
for recovery of their money. The litigation is very expensive and the recovery is slow. 
Moreover the agriculturists try to take advantage of the provisions of the 
Dekkhan Agriculturists’ Relief Act according to which they cannot he seized and s(uit 
to ( ivil jail and their agricultural cattle cannot be touched. 

{g) There is no co-ordination among co-operative credit societies, indigenous banks, 
or Howcars and steps should be devised tn prevent borrowers from overlapping loans from 
different sources. 

Qttestiot« 2. — The principal crops of this district are jimr^ cotton, wheat, tur and 
lang. Of these juar^ v\ heat, tnr and lang are sold c»ut wholesale by the producers after 
reserving some stock for personal consumption and some for seed, to dealers in corn who 
retail them off gradually to the yieople at larg(‘, while cotton has to be taken over to the 
owners of t he ginning factories or to cotton merchants who purchase it at the market rate, 
in some* cases agriculturists g<^t their cotton ginned and store it for better prices. (Winning 
factories also advance some money on the scHjprity of obtaining cotton. 

The local branch of the Imperial Rank of India docs assist such factory owners and 
other substantial money-lenders according to their credit. 

(6) If co-op(3raiive cHort is made iu the marketing of produce it is bound to attain 
great iiossibilities and is likely to relieve poor agriculturists from the clutclies of the 
greedy gin-owners and the picsent day middlemen. There exists an association of the 
gin-owners at Ankleshwar aiul Hansot who perhaps do a little of the co-operative 
work, hut the number of such associations requires to be greatly augmented in the 
district. The gin-owners’ association is intended for charging a uniform rate for 
ginning cotton and pressing cotton bales. In my opinion there sliould be co-operative 
societies for the sale of agri<;ultiiral produce of cultivators, and if formed on sound 
principles and managed in business-like method, they would go a great way in doing 
HM^ay with tlie profit of intermediaries. 

Question M. - Jirayal Rs. 200 to 600 per acre ; 

Bay ay at „ 500 to 900 

Rioo land ,, 200 to 500 ,, 

The value of land is mainly deyiendent on the fertility of the soil and its propinquity 
to a public road, a river bank or a railway station. 

In ordinary cases of non-payment of lan^ revenue the land, in respect of which 
t he aiTears have accrued, is forfeited to Government and is not sold by public 
auction. Owing to the combination of village people, land sold for execution of civil 
decrees or for the recovery of land revenue due in respect of land other than that to be 
sold, the price realised is less than that obtained in sale by private negotiation. 

Question 4. — There exists no hindrance to land being mortgaged in this district unless 
the land l>e bhagdari or of new tenure in which case it cannot be mortgaged as also 
Mr, A, O. Koreiifhi. 
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it cannot bo sold out or leased without the Collector’s permission. In the case of hhagilari 
lands the alienation of an unrecognised portion of a bhag is null and void, Kecontly a 
land mortgage society which gets itself financed by the Bombay Provincial (yO*operative 
Bank through the medium of the co-operative bank at Broa<ih has been started. 

There is no agricultural bank in this district. It is desirable to have one which 
should derive its funds from the central institution. There is one co-operative bank in 
this district which lends money to co-ojx^rative societies. 

It is necessary to see that the conditional sales, which are in effect mortgages with 
possession, arc properly retsorded in the presence of the registering authorities, or better 
still, different scales of stamp duties which would straight off indicate w'hether 
a transaction was a mortgage proper or a conditional sale. 

Question 5. — It is not possible to firrivc at an estimate of tiie indebtedness unless all 
money-lenders, banks and societies arc i;onsulted and persuaded to give in good faith the 
figures of all credits made by them to individual borrowers in a partic ular 
number of typical villages for w^hich a sp(‘cial wht)le-time officer will luivc to l)e 
appoinjl^d. 

The officer so appointed would have to work in co-operation wit li other (Government 
officers for obtaining the data in (a) and (6). 

Question fi. — Some hand spinning and weaving is prevalent amongst the low class 
people. But it is esstmtial to popularise this by the advam^e of moiu'y with the ai<l ‘-f 
co-operative credit S('eicties. In cotton [>rodueing tracts this as well as dairy farming 
and poultry farming w'ould Ik‘ very useful and valuable subsidiary industries for small 
landholders. Tliis is essential if tlie rural jx-ia-santry is not to l>e urbanised by being 
attract(‘{l to large centres of industries. It is also nc'cessary to introduce agricultural t)ias 
courses in the village schools wdien^ the dignity of manual labour may bo inculcated on 
the children. 

(^t’ESTioN 7. - In some of the rich and fertile tracts, co-operative credit soedoties have 
been a real boon, but I am afraid in some of the precarious tracts such as the- Bahra, it 
has increased dishonesty and iiuh'btedness. 

Question 9. 1 waudd advocate tlie enact imuit of a Moix^y-lf ndci,s' A(d a.s 

in the Punjab. 

8E(n'i(jN 11. 

(J(UE.sTioM L — -The indig(?nous bank or banker in this distiict issues, and iiiakes pay- 
ment for hutidis and cheques and lends money to merehants and otheis against suitable 
securities and in consideration of interest ho fixes for it. The activities of native 
bankers are confined to getting a good income from intiuest on their capital. 

Question 2.— For the greater part it is the businessman to whom the indigenous 
banker lends money. Farmers, however, also derive some assistance from local 
bankers (sowcars) but at excessive rates of interest. 

Question 5. The bankers have their capital continuously increased by compound 
interest which goes on multiplying and thus they have generally not to obtain capital 
from elsewdiere. But if sometimes they grant loans to the public they pay for it six |)er 
cent. intiTcst in season and three in monsoon. 

The indigenous bankers receive deposits from small investors at a low' rate of Intercast 
to supplement their capital and charge a high rate of interest when they lend money to 
traders, merchants, etc,, who have no credit with the Imperial Bank of Indja or such 

Other banks. 



Qubstiok 6. — No practice of this type seems to prevail in this district. 

Question 7. — ^"fhere is some prejudice against the honesty of some 8oioc<irs but 
despite that, poor agncuiltiirists and other people cannot but have recourse to them for 
the fulfdracnt of their needs. 

Question 0. — They are generally able to meet all demands but they I’cfuse credit if 
sufficient security is not advanced. 

Qi;estion 10. — {b) A central reserve bank or a local bank with local directorate may 
established in this district, 

{(;) It will inspire confidence of the local clientele by giving direct credit to ordinary 
agri(MilturiHtH and other ru^edy ]>crsonH at reasonably moderate rate of interest which 
must be less than that charged by the local money-lcndcrH. Tf, then, the people find its 
working salisfactory and liberal, they will turn to it, and as a consequence, local 
bankers will have to co-operate with it if they want to allow their own business to 
continue. The co-operation of the indigenous bankers can be secured by enrolling 
some of them on the local dirc'ctorate. 

{d) Tills can hardly be avoided. 

8E( riON III. 

Question 1. — (< ) Post officte savings banks, insurance companies, cash certificates and 
in some places banking i;orporations and co-operative banks arc the institutions that 
encourage savings. Of these the insurance companies ivork through their agents who 
seek out of the banking business tladr own maint-iuiance or that of their companies. 
There are no provident fund societies in this district. 

(c) No. 

{d) Yes ; by the cstalilishmenf of new postal savings banks and branches of co- 
Oficrative banks in the interior places. 

(g) Yes, they might be allowed to deposit their mori(‘y in ordinary postal or 
other savings banks and l>y promising them that the inten^st, which would be due 
to thmii and which they do not Mant- to avail themselves of, would be utilized by 
the savings banks in the manner <lesired or directed by them, such as educational 
institntions for the (^lasses whose investments have earned the money. 

Question 2. -Postal cash (au'tJti<*aU\s are popular only with advamnd and educated 
people and with (iovernmont servants. It may be possible to }>opularize them among 
other classcH of jwople by advertising their merits among thorn through suitable means 
and by oheaptming their purcliasc, 

(6) Yes. They require to l>e raised to make cash certificates popular. 

(c) No ; inasmuch as the staff trt^at the public intending to take advantage of the 
savings banks rather as mere applicants than as useful citizens, and people have to waste 
much time when they want to transact business. 

{d) Rich and middle class peotlb. — The villagers w ho have some, savings hardly 
think of such investment but rather invest their money in the purchase of land and Uve- 
stook or the cofistrm^tion of new bouses and marriage and other social rites. Owing to 
deprt'ssion in trade and high cost of living, middle class people have not much to save for 
investments in the postal cash certificates. 

(e) Public opinion shouldL be educated to resort to economy in luxuries. Much more 
is spent after tea, cigai-otte and such other unnecessary luxuries by ordinary men. 


Mr, A. O. Kortishi, 
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Qusstiok 3. — Fairly decent facility is being given to the public for the purchase e.f 
securities through the Imperial Bank and Local Government treasuries. The absence 
of a direct personal employee of a bank on the stock exchange necessitates the purchase 
of GJovernment or other securities by the bank for their constituents, through 
recognised stock brokers, with the result that constituents have generally to pay double 
commission, i.e.^ the stock broker quotes rates to the bank after adding his commission 
and the bank then adds its own. Banks should therefore be induced to buy direct at 
the Stock Excliange and not through brokers. Private brokers also carry on business 
for the purchase and sale of Govornment securities by charging a small rate as 
their commission. It would be better if Government treasuries and sub-treasuries or the 
post office are allowed to purchase and sell Government securities on behalf of private 
persons without charging any commission. 

Question 4. — The cheque habit is growing in large urban centres and the abolition ol 
stamp duty on cheques has not had any appreciable effect on its growtli. It would be 
desirable and save much waste of time if payment is made to Government servants by 
the issiie of chequcvs. It will also facilitate the keeping, scrutinising and auditing of 
accounts and salary bills. There is no objection to the use of the vernacular scrijit in 
adrlition to the English in banking. 

Question 6. —Yes, there is no doubt that the banking and investment habit in India 
is of a very slow growth and it is mainly due to illiteracy. 

Oral Evidence. 

6957. The Chairmnn : Mr. Koreishi, you are the Collector of Broach ? — Yes. 

6958. I find from your written statement that for current agricultural expenses the 
bulk of the capital is supjilied by sotvears ? — Y^es, those who have not their own capital 
are .supplied by sowcars, 

6959. And a certain amount is supplied by co-ox)erative societies ? — Yes. 

6960. Ilo you think that the capital available is enough for current agricultural 
purposes or do they suffer ? — I think it is enough. 

6961. Hut is the rate of interest high Yes. 

6962. Is this, in your opinion, due to the Dekklian Agriculturists’ Kelief Acr ? — 
It may b<^ to a (certain extent but not much. 

696^. We have been told almost everywhere that the Dckkhan Agriculturists’ Relid 
Act has reduced the credit of agriculturists ? — It has reduced the credit of agriculturi.sis 
to a certain extent but not very much. 

6964. Does the delay in the legal procedure, in the exei ution of decree s. aflV‘ct 
the rate of interest ? — I do not think so. 

6965. Supposing the procedure were expedited and facilities for sjxiedy recovery 
were afforded, would they bring down the rate of interest ? — They might bring down 
the rate of interest in some cases in the towns but not in the rural areas. 

6966. When does your land revenue instalment fall duo ? — In March or A}>riJ. 

6967. Therefore this does not make people borrow ? — No. 

6968. Do you give much taccavi in this district ? — We give iaccavi when there is flood 
or some such thing. 

no Y 83 — 23 
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0069. For Jand impmvement do you give taixavi on a large scale ? — We give iarcain 
on a fairly large scale. 

6970. Is there a large scope for land improvement ? — People might sink more wells, 

6971. I find that the hagayat cultivation is only about 600 acres ? — Yes. especially ii' 
the goral soil. 

6972. Why do they not go in for more cultivation ? Is it because they have no 
e apital that they do not go in for more cultivation ? — Bagayat land requites a greater 
energy whereas cotton fetches them a very good price, and naturally, they go in for it. 

6973. Do you not think that if there are facilities for getting Jong-temi capital, 
people would go in for land improvement, such as, sinking wells, etc. ? — Some big 
zemindars might go in for sinking welts. 

6974. Is it desirable to carry on propaganda for encouraging land improvement ?— 
Yes. 

697.5. Do you think that taccavi is the only best way of financing land 
improvement ? — 1 think that Government taccavi is much better than an^ 
other source. 

You say that tlie Iiri[K‘riaI Bank is not doing wry inucli tor agriculturists ? — 
T1 k‘ branch of the Imperial Bank here is for very many yrars. It i.s not 
a new' branch. It has t)een useful in firuincing big ttoMon merchants and gin-owners. 

0977. Does the bank tinanee on the security of cotton ? — 1 do not think so. 

6978. It is usually said in some of the districts that the optmiiig of a branch of the 
Imperial Bank of India or a branch of any joint stoclj company nutans tapping of local 
capital whitdi is drained away to Bombay. Do you think that Ibis h,app»cns liere, or on 
th(‘ contrary, it does bring in more money during the season -It does luuTig in money 
during tlie s(‘ason. 

6979. Does it not drain away bnad ca])ilal from here 1 do not tliink so. 

(i980. The Imperial Bank is luvre for a g^ood many years. Do you think that it has 
controlled or affectf'd the rate of interest on loans for trade or on advam-e ? — I do not 
think so. 

6981. Are ther«- many Puthans in this distriid Not many. Tbeie art' .sonn 
Hindhis in this district. 

6982. Do they adopt the same methods as Patliajis do in giving Joans at usurjouc 
rates ? --They do give loans and esj)ecially the Sindhis bring cattle njid give them on 
credit. 

()983- VVTiat do you think on the whole about the working of the Co-operative 
Movement in this distriet ? — It is in the best form in t his district than it has been in any 
other district. 

6984. What do you think of its progress in the Bahra tract 7 — It has not done well. 

6985. What has liappoued as regards co-operative societies in this tract ? — The people 
are poor and perhaps there is not much honesty amongst the membe^rs. They borrow 
money from societies and lend amongst themselves. 

6986. Is this because the tract is precarious ? — Not necessarily. This happens in 
many other places also. But there the crops are generally poor and they cannot repay 
properly the loans, and the people are also not very industrious. 

Mr, A, O, KoreUhi, 
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6987. Do^s the preoariousneHs of the Rea*«ons make them lose heart ? — It ia 
just possible. There are kolis and a few Rajputs. 

6988. As regards the marketing of eotton, is it brought to the market by agrieulttjrists 
or is it usually purehasod by petty traders in villages ? — A good portion of it is brought 
in the market too. There are different markets here. There is a market at Jainbusar. 
Hundreds of carts eome to the market. The gin-owners finanee agriculturists. 

0989. Do they advance money during the etdtivation p<'ri(>d or after the erop 
is ready ?— They finance cultivators a little after the crop is ready. 

0990. On condition that the crop is to be brought to them ‘/ — Yes. 

6991. Do they purehase the crop when it is brought to them ? — 1 think they should 
))e purchasing the crop. 

0992. Are then' sufficient merchants to compete amongst themselves ? — Ko. 

0993. Sup])osing a man brings h is cot ton bore, he finds that the market has gone down, 
and in sucli event, are there facilities for storing his goods and gett ing advances aiiuinst 
bis crop in any of the markets here ?- - l do not think that there are any facilities for 
storing liere. 

6994. So is ho forced to sell hi.s cotton ? - YY‘s. 

6995. Tliei'eforc thv [uovision of a warehouse would b«' an advantage ?- — Yes. 

0990. Is theri' any projjosal to apply the ('(dton Yfarkets A<’t hen* to have a cotton 
maiket uudt'r tlie Act ? — No. 

6997. Von say in rejily to Question 2 {b) 1 here exists an association of the gin- 

owners at .Ankleshwar a nd Hansotwho perhaps do a little t)f the eo-opera.t ive work ” 
Is this a pool for tixing the prici's oi’ is it ftn asso<, iation of gin-owners at Ankleshwnr ? 
What is the association for I do not know about it, hut 1 think it is for 
huying uj) cotton. 

6998. And there is co-operation amongst th(‘mselves but not for the benefit of agri- 
eiillurists ? — No, it is not for (he benefit of agriculturists. It is all for self. 

6999. That is to say, then' is a sort of monopoly then ?- -Y('s. 

7(X)t). Mr. Desrd : The association has Is'en formed so far as my information goes 
for only fixing the ginning ])rices and not for fixing the price of cottfcn ? — I say that it 
has l»een forme<J hy buying up cotton and also for fixing the price for ginning. 

7061. The. Chairman : Is much land here under the bhagdari tr>nure ? — Yes. 

7(M)2. Can it not l)e alienated or sold cannot be sold to ]:M*.f>ple outside 

the bhagdars. 

7003. To this extent the holding or the tenure of land ha.s diminished ? — Yes. 

7004. XJnless he ha.s some other land, he must be finding it very difficult to raise 
a loan Co-o]>erative societies give them loans, 

7005. But they have got to get the consent of the other bhagdars l—Yen. I do not 
know w'hether co-operative societies insist upon this condition. 

7006. You say that it is desirable to have an agricultural bank. What kind of agri- 
cultural bank do you suggest here ? Is it different from a co-operative bank for 
agriculturists ? — It is not different from a co-operative bank, but it should be mainly 
meant for agriculturists. 

7007. Would you like to have it on a large scale for big landlords ? Y^es, 
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70i>8. In your statement you say “ It is necessary to see that the conditional sales, 
which are in effect mortgages with possession, are properly recorded in the presence 
of the registering authorities, or better still, different scales of stamp duties which would 
straight off indicate whether a transaction was a mortgage proper or a conditional sale.” 
How can this be done ? — I shall give you a concrete example. Suppose on a conditional 
sale the stamp fee is Rs. 50 and on an outright sale it is Rs. 75 or 100, then the very fact 
that there is a stamp fee of Rs. 50 will show that it is a conditional sale and it is not an 
outright sale. Therefore the stamp fee on a conditional sale must be lesser than on an 
outright sale. 

7009. You are speaking about hand- spinning, weaving and poultry farming, as 
secondary industries. Are these three now followed as secondary industries in this 
district T — The first two industries are to a certain extent followed and I do not think 
that there is much poultry farming. 

7010. And you want to popularise these industries by propaganda ? — Yes, and also 
by cheapening the supplies of hand looms. 

7011. Do you suggest hand-spinning and weaving for the home use or for sale ? — 
They might also sell if they can turn out more stuff. They might have their own wants 
and sell the rest. 

7012. About indigenous banking, there has been a proposal placed before us that 
indigenous bankers in this province should be registered, that their accounts should be 
audited by Government and that the maximum rate of interest should be fixed by law. 
Do you think that it would l)e desirable to have a legislation to this effect and whether 
it w^ould 1)6 effective ? — It would be desirable, no doubt, but it might lestrict the 
credit of some people. 

7013. Can it be carried out in practice ? — Sometimes civil courts do not allow more 
than a certain rate of interest. The rate of interest also can be fixed. 

7014. Will there be no likelihood of evasion ? For instance, one of the effects of 
the Dekkhan Agriculturists' Relief Act has been that sonudimes twice the amount, and 
not actually the amount advanced, is entered in the bond. This is how some provisions 
of the Dekkhan Agriculturists’ Relief Act are evaded ? — Gradually when people become 
more literate and begin to understand their methods much better than they do 
now, probably then this thing will disappear. 

7015. Do you know if the postal savings banks are much being used by the agricul- 
tural population ?— I cannot give you a definite answer. 

7016. The point is to get people to invest their surplus money, however little it may 
be, ill some sort of institution. It may 1x5 either the postal savings banks or co-operative 
societies or some such institution ? — To invest it in postal savings banks would be very 
good, but I think they ought to give a little more interest. 

7017. In Section III (c) you say “ No ; inasmuch as the staff treat the public 
intending to take advantage of the savings banks rather as mere applicants than 
as useful citizens, and people have to waste much time when they want to transact 
business.” Is it the post office savings bank that you are referring to ? — Yes. 
There is only one clerk sitting at the window and he has to look to several clients. 

7018. Professor Kale : You said in reply to the Chairman that you prefer 
taccavi advances. Would you like that taccavi advances should be made by Government 

Mr. A, O. KoretsAi. 
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itself or through oo-operative societies ? — If they are done through co-operative societies, 
there is no objection, provided they see that an agriculurist receives the full amount, 

7019. In Section 1 (/) you say The co-operative societies should charge moderate 
rates of interest at giving credit to bona fide borrowoi s for important agricultural 
purposes only rather than making themselves concerned only with the rates of intei*est 
to be earned.” Do you mean to say that co-operative societies should take more 
interest in the improvement of the land and should advance money to sound 
agriculturists ? — Yes. 

7020. Mr. F. L, Mehta : In some of the richer districts of the presidency we are told 
that very much gold is being hoarded and a large quantity of gold is imported. From 
your experience could you tell us whether a large quantity of gold is coming in 
here ? — Gold is coming in for ornaments but not for hoarding. 

7021. Have you very many talukdars in this district ? — Yes, J have at least 
tlireo or four. 

7022. Not like the small tolukdars who are in Ahmedabad ? - No ; here the talukdars 
are very substantial. 

7023. Dogs not their financing here present any serious problem ? — No. 

7024. Do you think that the problem of financing the tenants of talukdars is a little 
more difficult than the problem of financing the ordinary cultivators ? — Yes, it 
is very difficult. For instance, the Thakore of Amod has stood as security for Iris 
people to whom we advanced money during the floods. 

7026. Would you like to encourage talukdars standing as security and borrowing 
money for their t enants ? — Yes. 

7020. At any rate in this district they are cared for by the talukdars ? — Yes. 

7027. Have you narvadari tenure also here ? — Very little. 

7028. It is only in Kaira ? — Yes, 

7029. About this Bhagdari Act you have made some suggestion that so far 
as transactions between co-oj^>erative i^ocieties and their members are concerned, certain 
restrictive provisions of the x\ct might not be made to apjily. This is what is suggesj|(3d 
hero ? — As a matter of fa(d the iileal state of thing is that the Bhagdari Act sliould no! 
be there. Why should the credit of a man be restricted ? Many a hhagdar would like 
that it should go out. 

7030. The Chairman . Would not the interest of any one he affected ? — No. 

7031. Mr. KanuU : If a Money-lenders’ Aai were to he passed, do you think that all 
village money -leiid€‘.r8 could be brought under tlu; operation of this act and transactions 
audited without any administrative diflftculty ? — You will have to maintain a fairly large 
staff for auditing purposes. 

7032. There is an idea that a certain class of money-lenders, not the village money- 
lenders, should be on an approved list, that is to say, they should be recognised as 
endorsing shroffs by the Imperial Bank or they should he recognised by your Department 
or by the Excise Department as men whose endorsement can be there or wdio can stand 
sureties instead of cash deposits whenever your Department requires cash deposits. 
Would this be a good idea in your view both from the banking point of view and from 
your Departmental point of view ? — From the banking point of view it would be a good 
idea, but from the Depart>mental point of view I am not sure whetlier it will work. 
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7033. For iiigtance take the Public Work* Department or the Excise Departmairt. 
A recognised banker standing surety would dispense with the need of cash deposit being 
placed in the hands of Government. Would you not recognise such sort of bankers on 
a bankers’ list ? — No. 

7034. But would you like to apply tho Money-lenders’ Act even to the better type 
of bankers ? — Yes. 

7035. You suggest that, so far as < o-ordination of finance between the various 
agencies is concerned, borroM'iiig from two or three agencic^s should la? prevented, if 
pfjssihlc. Hav<^ you any definite suggestion to make to prevent borrowers from over- 
lapping loans from different sources ?— (Government should be asked to ascerlflin the 
liability of borrowfws. 

7030. if co-operative societies insist upon such a condition with great rigidity, do 
you think that jau)ple w ill rare to become members of societies ? — ^Why should they 
not, because they ar<‘ getting loans at a lesser rate than ordinary sowcars f 

7037. 1 1 h ink that 50 per cent, of the holdings in this flistrict are bedow 5 acres ? — Yes. 

7038. You know that small holdings are generally unprofitable to agriculturists ? — 
Yes. 

7030, Have you noticed, in the course of your experience, that men who are having 
small holdings are ])erhaps indebted to a very great extent ? Is there any^ diffeienco in 
tbc indebtedneHS between a small liolder and a man ludding 15 or 2(i acres of land ? — 
'rh(' man holding 15 or 20 acres of land would be indebted proportionately. 

7040. >Supj)Osing a co-ojxuative bank or any other bank manages to give loans at 
a very small ratc^ of interest, wotild such an agency be able to save tlu’se small holders 
frt)ru going into indebtedness ?- Most of these small holders try to add to their income 
by other means. 

7041. Is it vvi>rtli w^hile to finance such small holders ? Would it be a better policy 
to leave them alone and help those who can rely on agriculture? — -But wdiat is to be 
done Avilh those wlio will not leave their lands ? 

7042. Now co-operativ(* societies try to finance alia! ike, that is to say, a man who can 
}^ve on agriculture as a\i' 11 as a man avIio cannot live on agriculture. Would it be a 
bet ter ],>oliey not to waste tinanee on men who cannot live on agriculture and only devote 
tii(‘ finance, to those who can livc^ on agriculture ? — Why not induce co-operation 
amongst smaller holders also? 8upposing there are three men side by side holding 5 
iK res each, the co-oj[)erative society can finance them if the three combine together. 

7043. Do you think that by voluntary association this sort of grouping Avould 
be possible If a man liolding five acres comes to a society and apx)lies for a loan fie can 
be refused by the society, and the society can (ell him that if three of them will 
join together it can give them the loan, 

7044. Mr. Desoi : Do you know tlie condition of farmers in the Gaekwar territory ? — 
Yes, I think it is nearly the same there as it is here. 

7t45, I made private enquiries and 1 learn that the economie jwsition of the 
farmer is mUeh better This may be your information. 

704(}. It is a fact ? — I do not think so. 

7047. In your statement you say that the rate of interest charged by in 
this dist rict vary from 9 to 1 8| per cent. ?— That is two pies per rupee. 

Mr. A. O. Koreishi. 
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7048. 1 want to know from you, after taking into consideration the losses incurred by 
sowcars also the risks and the legal charges, what would be the net return for .«ouTor«? — 
Ijcaving aside 50 cent, margin for all these risks, they would get 10 to 12 ]>‘r cent. 

7049. What is the rate of interest charged by co-operative societies 1 tlrink il is 
9 per cent. 

7050. So there is very little, difference between these two ratios ?- - No. There is 
a considerable difference. I mean there are cases where 37 per cent, interc'st is eimrgerl. 

7051. And there are some mwrar^ also wlu) chargi* 0 juu* cent, interest 'i — Thry 
may even (diargt' 5 per cent, if he is a very gootl cliltivator. 

7052. But taking into consideration the securities offered to co-op<U'ntivc Rocieties and 
also to sowcars and the risks involved, do you not think that there should he some cover 
against all these risks of legal cliarges and other things 1 — There miglit he a eominis.sion 
but not to the extent they get now. There are so many \indorhand ways of giving money. 
They take dowm a document for Ha. KM), and they deduct the first year's interest and 
give the balance to him. 

7053. One of the objects of Government in the o}Mnung of the branch of the Imperial 

Bank is that there w^jiild he some efficiency in ilie treasury Department and also Honu> 
saving in the expenses. What is your experience about this ? Has the Government 
made some saving in the treasury budget ? — These figures can only he had from Govern- 
ment because the bank here has been started not just now but it has Ikxui here for 

30 years oi* more. I think that on the wliolc there is a saving of time and some 

money. 

7054. The Chairman : Hef(‘rring to the point raised by Mi’. Kainat yon said that the 
holdings below^ five acies in this district are 50 per cent, and betw(H‘n 5 and 15 arc 27 per 
cent . Mr. Kamat put it to you wdudber it was desiral.'e to finance th(‘. 50 pivr cent, holders 
wdiose holdings are below' 5 ac res Ixxjause the 5-acre holding in itsedf does not bring an 
economic return and you replied that they usually supplement tlieir income by 
subBidiary occupations ?- - Yes. 

7055. In that case do you see any harm in financing these small liolders ? — If they 

are able to return the loans easily they might be financed, but it would be better if 
four or live of them combine and a joint finance i.s made to them. 

705(5, But if a man wdio has not an exsmomic holding can make both ends itumT 

by recourse to .subsidiary occuy)ation, would there be any harm to linanoe him ? — There 
is no harm at all to finance him. 

7057. What would be an economic hokling in this district ? It will vary with (he 
soil nearness to the railway station, the needs of the buyei’ and tho needs of a man who 
wants money, 

7058. Supposing there is a family of five, do you not think that on aii average 10 to 
i6 acres would be sufficient to maintain them ? — In black cotton soil lO to 15 acres 
will do. 

7050. In the ease of half of the number of cultivators in this district it i.s not possible 
for them to maintain themselves and thoir families, and they do something 
else ? — Yes. 

7960. Do you give any taccavi under the AgriculturistB’ Loans Act usually to the 
backward tribes like kalis ? — No, 

7061. Where do they get money from ? — They get money from sowcars. We did 
give taccavi in 1918 when the season was bad. 
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7062. In the ordinary seaaoiia do they borrow from smvcarfi ? — Yes. 

7063. In the erase of these people the rate charged by sowcara must be very high ?— * 
Yes. 

7064. Do you think that any special system of finance is necessary in the case of 
these people ? — The Bahra tract should be put as a special tract for taccavi, 

7065. Are there any small industries in this district ? — There is a little weaving and 
a little spinning. 

7066. Are there weavers here ? — They are low caste people mostly. 

7067. How do they manage to get finance for their industry, or do they not generally 
require much finance for their industry ? — I do not think that they require much finance. 

7068. But are there no oth<'r weavers excepting them ? — There is a certain industry 
called razais. There are half a dozen families who have taken up this industry. 

7069. Does not the question of finance arise in their case ? — No. 

(The witness withdrew.) 


Diwan Bahadur A. U. MALJI, Divisional Honorary Organiser, 
Co-operative Societies, Northern Division, Broach. 

Replies to the Questionnaire. 

SECTION I. 

Qoestiovi 1. - The Imperial Bank of India and the joint stock banks hardly provide 
any finance directly for agricultural purposes, though it cannot bo denied that they 
have something to do with financing only during the marketing of the agricultural 
produce at a very late stage, say almost after the final storage i)rooess is reached. 
At tliis stage again it is the middleman only who is temporarily helped. 

The village money-lender occasionally helps during the initial process at a time 
when the crop is in the field and sometimes even earlier for cultivation or maintenance 
expenses and, more partic.ulaily, wdien a season fails, provided his own financial 
condition pormitted that being done. He even helps the agriculturist for payment of 
land revenue, but in both the last mentioned cases he charges high rates of interest 
either directly or indirectly. The same is the case with an itinerant class of 
bullock, suppliers, mostly Sindhis. There is also a class of dealers who dabble into the 
urchase of raw cotton as merchants or commission agents financed by gin-owners, and 
they make a profit from the commission earned by them or from the margin of profits if 
they acted on their own account either in disposing of the same in an unginned or ginned 
condition or even in fully pressed bales with advances for further business on the 
security of the commodities duly insured against fire. 

The agriculturist does not obtain his financo from any one quarter, and there is no 
arrangement reached in co-operative societies whore they exist for ensuring fidelity or 
loyalty m business by making adequate finance available even on due security. Under 
the present state of things it is not possible to give any reliable estimates of 
money required for a district or a province, though, if figures are collected from a village 
taking it to be an unit, it is possible to give some idea, but this t-oo is a labQrlous 
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task and a part-time or honorary secretaiy, unless very sorionsly at his duties, will not 
be very helpful in this direction. The loans in kind, though occasionally very desirable, 
are only a matUu- of rarity and may simply be ignored. It is very doubtful if 
agriculture, in its present state, can be at all called an industry, however much it is 
necessary tt:> make it such. 

The Government ta-ccavi hardly comes in time and is almost invariably 
inadequate. It has added to indolence of the people in some areas and is often found 
in practice as enabling payment of revenue or other debts due by agriculturists except 
when it is advanced in kind, Taccavi advanced more than ten years ago needs bo 
written off with a view to ease the situation. 

I would suggest tlie following idea to make co-ojjcrative lendings effective in the 
district ; — 

1. Each village or a group of villages must liave a co-operative credit society and 
8Uq)s sliould be taken to organise them in a congenial area after paving the ground for 
organisation, 

2. With a view to promote th(‘ loyalty, things must be so arranged that prompt 
and adequate or full linama? may Ix' advanced. 

3. The l)ye-liiws should contain a provision which will prohibit a member from 
borrowing from outside ex(‘ept with tlu? written consent of the managing committee of 
the sociidy. Tlie managing < oinniitt(‘e should '(‘el bound to eonsid(*r and dispose of 
such apf)li('ations within one w(‘<‘k of tludr reeei|)t. 

4. A nu niber breaking the afor<‘-mention(‘d jirovision in the bye-laws must entail 
expulsion from tiu'. society. 

5. A separate co-o|)(‘rative ercalit society for tnhidarH must be organised in each 

taluka for the beiu'tit of large landholders allowing larger limits for borrowing 
tlian v'hat obtain in rural societies. 4’he promoting memlH?rs for such a society 
must d(U'lar(' before a magistrate all about their existing liabilities to other eo- 
operative organisations embodying th(?ir willingness to tran,sf<>r all such liabilities to 
the /a/zz/n credit society. None bub a ]x>rson residing in such taluka and 

owning more than 50 a* iC's of land can be enrolled as a momlKir in such taluka 
organisations. 

0. The business of long-term loans should diseontimied from rural societies within 
the area of fi land ra(jrtgage soeiedy and transferred to the latter within the limits of its 
competency. 

7. In rural societies, with a view to proUx-t the 8ureti(is and the borrowing members 
share-holding should be increased to one-fifth from one-tenth of the loans sanctioned. 

8. In the case of landless cultivators, the latter shoidd he required to insure their lives 
and assign their policias to the society and the sureties should guarantee regular 
payment of premium. 

9. The borrowing members in rural societies should be compelled to insure their 
cattle in a cattle iiisuranee society, if one exists within the area. 

10. A statutory charge on the members’ holdings next to that of Government 
revenue should f>e declared in favour of rural and urban scxdetiea and section 24 of the 
Co-operative Societies Act accofHingly modified. Some suggestions recently made by 
the Rangoon Committee on the basis of the English Agricultural Credit Aet of 1898 
may also bc‘ considered. 

MO Y 83 — 24 
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11. Every eociety ehould be compelled to keep a liat of the total liabilities of each of 
its existing members along with his assets and revise them both annually. 

12. All seeds and commodities imported by co-operative societies should be 
exempted from local taxation. 

13. Sub- treasury business may be transferred to district banks on condition of 
opening branches in talnhas or mahah and A class rural societies should be encouraged 
to collect Government revenue on a commission basis and on a certificate from 
the Registrar. 

14. Facilities for insuring agricultural profits should be introduced but very 
cautiously and by degrees. This sort of business could be provided in each rural society 
by making a bye-law to sanction a fixed percentage for losses out of an annual collection, 
for those members only who have contributed a fixed sum of Rs. 10 every year 
to be separately invested by the society in its financing bank at sucli rate of interest as is 
charged by it on its lending to the society. Ra. 10 premium to the society will be a very 
good substitute for the 10 per cent, compulsory dej)osit8 and 1 dare say will be 
very much appreoiatcMl by the members. The annual agricultural profit of each 
moinlier will, however, require to be fixed in a^lvance, regard being had to normal 
conditions individually and after making all allowances of cost of production excluding 
his maintenance. The percentage of loss to be com|)enBaied may be fixed at 33 per cent, 
of the estimated profits. Each society may Ixjar 1 1 per cent of the loss and reinsure the 
risk against payment of fixed premiums with its financing institution which will 
contribute to the extent of another 11 cent, of same, the remaining 1 1 ^jer cent, being 
guaranteed by Government. 

16. Within the art^sa in which market facilities are extended by Government, the 
Goveiument providing grading facilities also, the society should undertake to sell their 
members’ excess produce through such agency as the Registrar may direct, the Society 
contributing TJro raia two- thirds of the cost out of the sale pro{^eods. Government provid- 
ing the remaining one-tliird itself. In non-society area, too, thcwse facilities will be greatly 
appreciated if Goveniment helped small producers in the manner indicated in the 
Egyptian Scheme of Finance, recently promulgated. This kind of advances, however, 
will be limited to money crops only. 

16. The bhagdari, narvadari and lalvkdari tenures should not affect the society’s 
lendings, to its members, and a section may be added in the Co-operative Societies Act 
that nothing contained in those enactments should affect the dealings between 
co-operative societies and their raembe^rs. 

17. A similar amendment is necessary in the Mamlatdar's Courts Act, section 5, by 
adding a proviso that nothing contained therein will affect a suit filed by a co-operative 
society upon a lease obtained by it against its members or their legal representatives. 

18. For revenue recovery no coercive measures should bo taken against members of 
a co-operative society until after the expiry of three months from the dates of the 
instalments fixed by Government, if the society so desired on a resolution passed by its 
general meeting. 

19. In timds of need, at the request of the Registrar, famine insurance fund and 
post office deposits within the district, including those evidenced by the postal 
oerUfioates, should be made available to rural sooietieefthrough the district co-operative 
b&nks at a rate of interest not exceeding 4 per cent, 
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20. Spinning, weaving and tailoring should be introduced in the vernacular curri- 
culum of standard V, VI, and VII and decent prizes announced as in Manitoba 
for proficiency therein. The rural schools course must include bias and connected 
industries. In urban area too industrial bias and vocational schools are now in demand 
and in their absence weavers as a class are fast deteriorating all round. 

21. The Imperial ’Bank should collect all cheques on local co-operative societies 
at par. 

22. The Dekkhanf Agriculturists’ Relief Act need not be repealed altogether, but it 
should be limited in its application to small agriculturists, say owners of less than 50 
acres of land and to actual cultivators. The insolvfiicy provisions in that Act, which 
are not extended to the entire Presidency, may bo examined and may then be either 
extended or in case of repeal of the Aet they may l>c consolidated in the Provincial 
Insolvency Act or separately enacted in the form of a Rural Insolvency Act. 

23. tSiinilarly the village munsijj'n court (sections 34 and 35 of the Bckkhan 
Agriculturists’ Relief Act ), originally exercising powers up to Rs. 10 claims, since found 
IX)pular and whose limits have la^en raised to Rs. 25 only veiy recently, cannot bo 
dispensed with without causing serious inconvenience to village people. The cost of 
litigation in civil courts in small suits is simply prohibitiv(\ 1 am not prepared to lose 
this institution by repeal of the Act, hut would rather press for its further extension 
both in pL>int of the territorial as well as money limits. 

Question 2. Provision against not admitting the negotiable instruments iqwn 
payment of detieient stjimp an<l p<uudty made in the Indian Stamp Act (SefTion 35) 
needs be relaxed if negotiable instruments are to be popularised. At present they 
only Work as a hardship. 

Qi ESTiON 3.-“ The price of land |)er acre varies according to its character and t^enure. 
It also dci)ends upon the mentality of the contracting parties and the ruling prices of the 
commodities. Tlu^ sales for non payment of revenue generally fetch less prices hut 
court sales too are not always nearest the truth and private sales often err oti the side of 
over-valuation eitlu'r on account of old debt consideration or on account of principally 
the mentality of tlu‘ agriculturist buyer. 

2. Ivand fuortgage societies should be introduced in each district and all long-term 
business transferred to them in course of time. 

Questio>i 4. — In case of the repeal of the Dekkhan Agrienltiirists’ Relief Aet, section 
lOA benefits provided by the Act cannot be left out altogether and it will then 
be essential to amend the Land Revenue Code, Chapter X(A), by adding a section 
requiring the Mamlaidar to himself take down and note the substance of the statement 
made by the parties to eveiy document of sale executed by an agriculturist, to ensure the 
conditional sales really intended to be acted upon as mortgages only. The present 
practice of only recording the documents when registered or produced by the j)arty 
obtaining them is only ex 2 )arte and it works very much to the prejudice of the 
agriculturist. 

2. The reserve and to some extent the surplus funds of the central banks should be 
invested in bujdng debentures of land mortgage banks which will guarantee better 
returns, help the land mortgage banks and will save the heavy depreciation to be 
occasionally written off, on account of fluctuations in Government paper quotations. 
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3. The debentures floated by land mortgage banks should be declared as trust 
securities and Government should buy at least a quarter of the securities so floated by 
them from time to time and in that case Government guarantee of their interest 
payment will do. 

Question 5. — The condition is the same as that stated in paragrapli 3 of my note on 
question I, 

Question 6. — Hand-spinning and weaving have a great future provided they are 
systematically worked. A village or town should interest itself in producing such stuff 
only as it can doubtless consume. This will save all transport c ^ and, if taught from 
the school, will make people self-reliant to a considerable degree. The progress will, 
however, require to be tested for a%ew years through a local committee advised by the 
Director of Industries. 

2. The local boards, the municipalities and the tahika development associations 
should be induced to interest themselves more and more in this direction. 

3. Printing, bleaching and tailoring of the clf)th should also he added in due course, 

4. Buffalo keeping is another x>aving by-industry for sale of imadulerated milk only. 

5. Ghee sujqdy is also an advantageous by-indiisiry provided tlie danger of loss of 
Vitamins in adulteratc^d stuff is brought homo to the |)eople by a great deal of 
propaganda and severe measures adopted against |>ernicioiis adulterations. 

Question flA. — In certain areas such as sea coast villages the bund making and in 
other villages the country routes lu^ed be attended to, and if the Local Board and Public 
Works Department only think of these, the agriculturists wlio arc not employed during 
about four to five months of the year can well get a living wag(5 and the work also 
usefully done on the spot with little careful and timely attention on the i)art of the 
responsible authorities. 

Question 7. — The Co-operative Movement \ms undoubtedly succet'ded In securing 
loans apart from tlieir adequacy at proper time ami at lesser rates of interest on 
the whole provided the neeosaary ])relimiiiaries an’; timely ('om})leted. 

Question H. — See answ^t'rs to Question 1, suggestions No. 16 and 17 and j)aragra})h J 
of answers to Question 4. 

Question 9. — The Usurious Loans Act alone will not ajiswer the puiq)ose. The x>enal 
interest though condemned in Section 74, Iiulian Contract Art, is being recovered in 
co-operative societies. This and compound interest should both be done away with as 
soon as possible and punctual repayments comjHmsated by bonus out of j^rofits earned 
by society. When people's earning and saving caiiacities are redueial, it is unwdse to 
add to their burden by wheel and penal interest. 

2. A Money-lenders’ Act, permitting the licensees to do such business at a rate 
of interest not exceeding a maximum to 1)6 named for each district, regard being had to 
all allowances stated in the question, is a crying need of the day and no honest money- 
lender wdll suffer in consequence of such Act. It will improve the moral tone of this all 
important business affecting 80 per cent, of the population. 

SEGJION II. 

Question 6. — The interest, if honestly earned by an indigenous banker after making 
all allow'ances stated in the question, will not work out more than (5 per cent on 
the whole. 
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2. The <3C«nmercial morals are, however, so degraded that it is not possible to 
improve existing methods unless licensing is introduced. 

Question 8. — With the safeguard of a money-lender’s license an indigenous banker 
or bankers’ society as such can Ije induced to supply the agricultural neciossaries on pay- 
ment of a defined commission or to similarly sell their commodities and render all full 
and true accounts to his or their clients. 

Question 9. — Indigenous bankers cannot be said to possess sufficient funds to meet 
all demands. I would think of making use of them as agents as stat-ed in answer 
to question 8, and a society, if organised for such agency piirix)ses to be financed by the 
District or Provincial Bank, will be very much wdcome. All the same, the indigenous 
banker is indispensable as the country has not yet appreciated the results of the 
associated efforts. 

Question 11. — I do not think that indigenous bankers have large balances of 
(jasli money wdth them. 1 find their condition considerably affeeted and reduced poorer 
by doing business on an unsystematic basis or risking their funds by lending for 
speculative business. 

2. I? adequate finaTice on the lines suggested in my answers to question 1 is under- 
taken, J <lare say there will be no surplus funds going to the Provincial Bank or 
outside tb(‘. Movement. At present there is no fidelity at both ends, and hence the 
diffieulty w-hich is not insurmountable. 

SECTION III. 

Question 2. — In my opinion the postal cash certificates business has very much 
impaired the progress of the Co-operative Movement. Siicli business should rather bo 
done by scKuetios and (government should not compete in this manner. In the 
Mov(unent wlitui the Provincial (V)-operative Bank cainnot allow the interest derived by 
tlie purehaser of thes<' postal certificates, Oovcniment openly do a lot of busint^ss on 
these better terms. 

(^.UESTioN 4. — The cheque is Ixdng popularised on account of al)olit.ion of stamps. 
Payments to Covei-nment and other public servants, also of Government revtmue, etc., 
in cheques need be encouraged. Much theft and breacli of trust will be avoided and 
a few emj)loyee8 also reduced, if this is enforced. 

2. I would advocate the vernacular script side by side to popularise cheques in all 
divisions speaking different languages and in English commcrical circles as well. 

Oral Evidence. 

7070. The Chairman : Diwan Bahadur Malji, you arc the Divisional Honorary 
Organiser of Co-operative Societies, Northern Division V — Yes. 

7071 . For how many years have you been doing the organisation work in Gujerat ? — 
For the last 10 years. 

7072. Y^ou are also a practising lawyer hero ? — Yes. 

7073. W’^hen was the J4©kkhan Agriculturi.s(B’ Relief Act introduced in Gujerat ? — 
It was introduced in the year 1906. 

7074. Were you practising before its introduction ? — I have been practising since 

1896. 
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7076. IX> you find there has been any change in the credit of tk# 
agriculturiatft in Gujerat and especially in Broach since the Act was introduced ? — In 
the beginning where the mortgages were very old and at a time when there was no court 
fee to be paid, agriculturists came to courts and got lands free from all burde*n. At that 
time people did not know howto defeat the provisions of the Act, but since then there are 
counter-moves to see that the effects of the I>okkhan Agriculturists’ Relief Act 
are practically set at naught. 

7076. Has this affected agriculturists ? — Yes, it has affected agriculturists. 

7077. Do you think that the abolition of the l><ikkhan Agriculturists’ Relief Act 
would revive their credit ? — I am not for wholesale abolition. 

7078. SupjKiso some modifications are carried out, will their credit be the same as it 
was before ? — We want it to lie improved than what it was before. 

7070. But what would happen ? — The Act, if carried into effect with some 
modifications, might to a certain extent restore the original conditions. 

7080. To what extent has the introdu<dioii of the. Co-operative Movement improved 
or otherwise affeeted the credit of the agriculturists? — Tliere are no proper data judge 
the results, but 1 can say without any fear of contradiction that it has made people pay 
a leaser rate r>f interest whereas they had to pay more before the introduction 
of the Co*ot>erative Movement. There is a good deal of check brought upon the usual 
rate of interest obtained in this district. Secondly, if the preliminaries are j^roperly 
gone through, the money can be paid to meml>era almost in time and in full. 
What I mean is that there is no intermediate stage wherein money could get away. 

7081. Still, from your note, it seems that members arc not adequatelj' financed ? — 
People have not yet picked up the importance of the proj»aration of normal 
credit statements and they are not quite truthful to distinguish their rc«I requirements 
and see that they are checked by a projier agency. 

7082. Is there now a gradual improvement or a gradual deterioration so far as this 
point is concerned ? — I think there is an improvement from the point of view of control, 
but from the point of view^ of finance, the present arrangements of finance are not quite 
satisfactory, in that the loans to agriculturists are according to limits which in this 
port of the country are low. 

7083. Taking an individual society eonsisting of 60 members, tlo you not think that 

the limit ti.xed w'ould be sufficient for a majority of members ’/ — Yes, I think it would be 
sufficient. ♦ 

7084. Therefore, so far as the majority of members of a society are concerned, there 
should be no difficulty ? — No. Therefore I have suggested that a separate co-operative 
credit society for zemindars must be organised in each taluka for the benefit of large 
landholders. 

7085. Would it not be possible to finance them iiiider the present system ? — It is 
not easy to do so. In the beginning w© may have such ialuka banks for large 
landholders. 

7086. Would that not reduce the credit of the existing societies ? — Certainly not. 
They will be consulted just as a land mortgage bank has to consult a rural society 
before making any advances. If persons happen to be members elsew here, they should 
certainly have to be consulted or we may have to take an assurance from them distinctly 
that they are not members in any rural society. 
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7087. Will this society be on an unlimited liability basis ?— No, because the tract 
would be larger and you will not find in one village large zMmindara. In the beginning 
it will be a ttUuka organization. 

7088. Can it be registered under the present Act as a limited society ? — It 
can be registered. There are, I think, zemimiar/i* societies in Sind. I am not sure 
whether they are unlimited. 

7089. But under the present Act can an agriculturists' society be formed in order to 
give credit on limited liability basis? — Ordinarily not except with the consent of 
Government. After all a co-operative society's law is a man-made law. Government 

can exempt societies from certain provi.sions. 

* 

7090. You mean that without a change in the legi.slation the necessary alteration can 
be made by samdion of Government ? — That is so. 

7091. Has the Co-ojKuative Movement displaced nowcars in this district ? — I can 
assure you that the societies in this di.strict at any rate have mostly taken up the place 
of sowcars. Aft<^r tlie introduction of the i>ekkhaii Agriculturists’ Relief Act the village 
money-lenders have been disappearing and they have disappi^ared fast from the 
villages. They were people from Marwar and other places and they have left the villages 
altogether and have gone to bigger tow'ns. 

7092. Do members depend entirely on societies ? — No, not entirely. They have to 
de^xuid upon indigenous bankers in tahikas or in cities and also on Government taccavi 
occasionally. 

7093. Wliy do they not take much taccavi ? — It is lent in certain parts of the 
country in certain years when the season is not good. 

7094. Tlie Collector just now told us that in the Bara tract the societies have not been 
doing well ; do you agree ? — Yes. 

7095. Is this due to the backwardness of the people ? — In the first place the tract is 
precarious, the rainfall is not quite sufficient and people are also indolent in a way. 
These are sea-shore villages. Every year is not a good year. Every alternate year has 
been a good year. In such places if you expect a member to pay money punctually to 
the society it is not possible for him to do so. I say that it is not humanly possible. 

7096. But for .su(;h tra(3t8 is it not necessary to change the system of finance ? — -Yes, 
it is necessary to change the system of finance. 

7097. Cannot this be done in this tract ?^It can be done provided proper informa- 
tion is available. I hear that oven the teuxavi of more than ten years is yet to 
be collected in this tract just as in Matar. In Vagra taluka the agriculturists are given 
some finance by Government and its appropriation is hardly looked after. 

7098. Will nob this be possible in the Bara tract ? — I cannot vouchsafe because it 
requires constant watching. 

7099. As at present, is it dangerous to finance this tract ? — Yes. There are already 
arrears from 1925 onw^ards in this tract to be paid to the Central Co-operative Bank. 

7100. Do sowcara finance them ? — Yes. As the alternate year is good, in the first 
alternate year they would pay to the aowcar ; in the second alternate year they would 
pay to Government and in the third alternate year they would pay to the society. This 
Is how they repay their debts. 

7101. Which districts have advanced so far as the Co-operative Movement is 
cpncemed ? — Broach district is in the forefront. After this, a beginning was made in 
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the Paneh Mahals district in Dohad and tThalod talukas. There is a fair assurance of 
success in these two talukaa. The remaining three icdukas, with the help of the Depart- 
ment, the Co-operative Institute and the propaganda officer who has been specially 
deputed, are progressing well. 

7102. How is the experiment in Dohad going on ?— I think there is a fair assurance 
of success. Everything is done by the special MamlcUdar here. Really speaking, he is 
the man who moves because the people are illiterate. 

7103. Would you suggest the introduction of such a system elsewhere? — The 
Mandvi tract in the Surat district requires to be worked on similar lines. 

7104. Are there societies in Mandvi ? — Yes, There was a time when Government 

« 

gave all secretarial expenses incurred, but now they are not doing so. 

7105. In the case of the backward tribes in the Panch Mahals can you suggest any 
better system of finance which could be introduced there ? — 1 am not for taccavi because 
people do not get it adequately. iSometimes they get such ktecavi as can help them to 
observe one holiday. The way in whi(;h taxtcavi is recovered is also sometimes 
very hard on the people. Last year I observed in Vagra taluka which was economically 
very had, the talaii giving tmcavi stating in black and white that Government taccavi 
shall be rcoovertd by sale of animals. If this is so the animals had again to l)o 
bought by fresh ta/'cavi advances. I am not for taccavi advance which really hampers 
the agriculturist, 

7106. Has the land mortgage bank here made much progress ? — It has recently 
been started, and till now only three applications have been sanctioned and the money 
]>aid ofT. The remaining applications have been awaiting sanction. 

7107. How much money has already been paid ? — So far, less than ten thousand 
rupees have been paid. 

7108. How is the amount actually owed by the applicant found out ? — If there are 
mortgage documents, it is easy to find out. Apart from that, if the demand is supported 
by vouchers, we can check them. Very often they have no vouchers, because they 
borrow from relatives and friends, and we make enquiries wherever possible. In some 
coses it is difficult to find out. 

7109. Does is not happen that in many of the documents a larger amount is entered 
than what is actually advanced by sowcars ? — It is so on account of the Dekkhan 
Agriculturists’ Relief Act. 

7110. Do the aowcars agree to receive the actual amoimt that they have advanced ? — 
They do, because they fear that if they go to court, they will have to receive much less. 

7111. Are these loans for redemption of debt or for land improvement ? — There is 
one application for land improvement. 

7112. What do you think of taccavi given through co-operative societies for land 
improvement ? — For land improvement taccavi is generally given through the Bombay 
Provincial Co-operative Bank, so practically the whole show of Government taccavi is 
run by co-operati' e societies. In non-society areas Government runs it. 

711^1. Are these applications received from various parts of the district ? — Yes. 

7114. Are there many instances of sale of land in case of default ? — There are many 
eases, but there he ve been cliques, and few buyers come fon^ard* 
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7115. Da oases occur in which there are no biij^ors at all ? — Yes. 

7116. Are there many such cases? — There are at present eight or ten cases. In 
Bara villages jjarticularly this difficulty is very serious. 

7117. Isthereanyfear that this difficulty may arise in case of land mortgage banks ? — 
We might apprehend that. That is why I have suggested that there should be 
land owning and joint cultivation societies, wlio would look after the management of the 
land, because we cajinot neglect the land for all the time, if there are no buyers. 

711S. You say in your statement that the Imperial Bank and other joint stock 
banks have hardly done anytliing for financing the agnculturisis. Do you think that it is 
pc/ssible for the Imperial Bank to finance agriculture ? — I do not think, because they 
can lend money for about three months, and the agriculturists want money for six to 
nine months. 

7119. In your statement you say that the village money-lender helps the agri- 
culturists more particularly when the season fails. Can the Co-operative societies JU)t 
do that ? — When there are arrears for three or four years, the societies become nervous. 
The money-lender (diarges usurious rates of interest and he helps them. We overlook 
one or two failures, but wlien there arc more than three failures, we become nervous and 
cannot advance to the agriculturists. 

7120. Do the three successive failures occur very often ? — We have liad that 
experience here. 

7121. You say in the same paragraph “ 'I'here is also a class of dealers who dabble in 
the purchase of raw cotton as merchants or commission ngente.” Where do they get 
finance from — They borrow* from gin-owners and buy cotton in the interior. 

7122. Is most of the cotton punffiased by the gin-owners ? — Yes. 

7123. Do you think there is sufficient coiiip(*tition here ? — I think juact ically the 
w*holo of the business is in the hands of the gin-owners from raw^ cotton to the lint cotton 
sold in Bombay, and if they lose in one, they make good the loss in the other. Mostly 
they buy on their own account and they sell on their own account. 

7124. Do the interests of agriculturists suffer ? — By all means. 

7125. What do the sale societies do ? — There is only one sale society in Hansot 
mahal of Ankleswar taluka. In Karcli there is a ginning society, but it is not doing well. 
The Hansot Group Society sells its lint mostly after having its cotton ginned 
and pressed, 

7126. Why is the Karoli society not working well ? — In the second year of its 
existence, the floods destroyed the factory, and the whole structure was rebuilt with 
the help of the flood relief fund. Since then the gin-ow ners began to compete and paid 
more commission to the agents, b<'cause they knew that they would make good the loss 
elsewhere. Here the loyalty of the people is required, and they should not give their 
cotton elsewhere. 

7127. In your statement in reply to question 1 you say ; “ The agriculturist does 
not obtain bis finance from any one quarter and there is no arrangement reached in 
co-operative societies where they exist for ensuring fidelity or loyalty in business by 
making adequate finance available even on due security.'* Are not normal credit stale' 
ments prepared ? — They are not properly prepared. It is such an important document 
that you require good secretaries, and it should be checked by the managing committee. 
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7128. Why is it not done properly ? — There are various reasons. Firstly, we have 
no good secretaries, and we cannot pay them adecpiately ; so people should learn loyalty 
and should serve honest ly. In various villages \ie see that talatis are the secretaries. 

712th Are not local men available ?— Not always ; wherever they are available^ they 
do not work to the fullest extent. 

7130. Do not the supervising unions or the bank inspectors check the stateraentfl ? — 
These arc of recent introduction. 

7131. You want a separate co-ojx^rative credit society for zemindars. Are there many 
landholders in this district who own a holding of more than fifty acres ? — If tliey are not 
helped, they will have to go to sovjcarH^ as they have lieen doing, and the result has 
been that satvears have practically owned the lands, and the zemindars have become 
the cultivators. In this connection, I may be permitted to read what the MacDonell 
Famine Commission of 1899-1900 wrote. The commissioners wrote In his evidence 
b<dore us, the Chief Secretary to the Bombay Government said that 28 pt^r cent, of the land 
in Broach had passed into the possession of the money-lending class. And from the 
report of the Collector of Ahmedabad, it appears that in hia district, expropriation of the 
old owners has also made (considerable way. Taking all these stakunents into account, 
and conifiaring with the evidence we have recorded, we think it probably that at least 
one-fourth of the cultivators in the Bombay Presidency have lost possession of their lands, 
that less than a fifth an^ free from debt, and that the nunaindcr arc indebted to a greater 
or less extent.” I would suggest that as the Committei' have selected this district for 
intensive investigation, you might find out whether things have improved or gone worse. 

7132. Will you devtdop your proposal for insuring agrifuiltural profits ? — It is a novel 
suggestion. We had one society of hackney drivers in Broach. The society commenced 
work in 1920, and so far Hs. 1,430 have been c(3liected as premia, and Rs. 648 have been 
paid as damages. They have £o pay damages at 30 per cent, and members pay loan 
instalments of Rs. 10 per m(*nsein. Every member has to pay one rupee on the balance 
duo by him on the last day of the year to enable the society to pay 30 per cent, when an 
animal dies. 

7133. Is there no proportion iM^tweeii the number of animals and the amount 
of premium ? — No. 

7134. How will you find out the agricultural profits ? — That will have to bo taken 
from the point of the view of normal years. The estimated yield per acre in the village in 
a normal year should be calculated and I suggest kn rupees collection annually. It will 
be a good substitute for the ten per cent, compulsory deposits as at present taken by the 
society from its members. The rural society will re-insure this amount with the district 
central hank. The percentage of loss to be compensated may be fixed at 33 per cent, 
of the estimated profits, and the bye-laws of the rural society will have to be amended to 
bring the scheme into force. Each society may bear 11 i)er cent, of the loss, and the 
financing institute, with which the society re-insures, will contribute II t>er cent, of the 
loss, and the remaining 11 per cent, may be guaranteed by Government. 

7136. In your statement in reply to question 1, you say ; ” For revenue recovery no 
coercive measures should bo taken against members of a co-operative society until after 
the expiry of three months from the dates of the instalments fixed by Government, if the 
society so desired on a resolution passed by its general meeting.” Do you want three 
months’ postponement ? — Practically it is a throe months’ season ; it may be less. In 
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the midst of the season the prices of the produce go down as there are more sellers tkaii 
buyers, and the agriculturists have to sell their produce at the low prices to 
pay the assessment. In Panch Mahals (l>ohad) wc have been doing that. The societies 
pay the land revenue and Government will he saved the trouble, and the agriculturists 
will be able to fetch right prices. 

7136. In reply to question 4, you say that the M aw laldar should himself take down 
and note the substance of the statement made by the parties to eveiy document of sale 
executed by an agriculturist. Would it not add appreciably to the Mamlatdars work ?— 
He might engage one more karhm ; but these things ought to be very t arcfully 
considered . When these things are entered in the Record of Rights, the Mamlnldar 
should question and noto down the stattunents, l>eoause ptK>ple \vill not lie at once, 
ntid it will l>e more or leas a correct record. 

7137. Take the case of an ordinary agriculturist. He goes to the amocar and wants 
to mortgage the land. The soircar wants a sale deed to be passed, and the sale deed is 
passed and registered. The .swear would not allow the agriculturist to say that it is 
a conditional sale Y — If the agriculturist is cheated by the mii'car, he can say that ; but 
if ho does not, we cannot help. 

7138. In reply to question 6A, you suggest that the Local Boards and Public Works 
Departments should undertake land improvement schemes, such as hutid making. Are 
thest^ to 1)0 done by the people on co-operative? basis Y — T}»ey will have to be paid for. 

1 suggest this because it would give cmploym(?nt to agriculturists during four or five 
nionths when they have nothing to do. 

7139. Is penal interest still being recovered by co-operative societies here ? — Yes. 

7140. By the bank too Y — Yes. 

7141. Do you approve of that ? — I do not. 

7142. Does the Co-operative Movement encourage thrift ? That is to say, do people 
deposit their surplus Y—It is rather difficult to speak of thrift, when people cannot make 
two ends meet, 

7143. hor the time being at least the people have money in their hands when the prices 
are favourable. Do they usually keep the money at that time w'ith tlie society, or do 
they spend it Y — People in the interior have not Icamt to do it substantially. We have 
introduced benevolent compulsion of 10 per cent, in such cases, but that also is becoming 
out-of-date. 

7144. Are the postal savings banks ami postal cash certiticatcH much patronised ? — 
Not in the interior. 

7145. Mr. Kainai : There are in this district a large number of people who 
have holdings below live acres, are there not ? — Yes, there area large number of people 
having holdings below five acres. 

7146. Wo are told that they do not get enough income from agriculture and they 
supplement their income by other occupations Y — Yes, 

7147. In that case would you not treat these people as people who are doing agricul- 
ture as a secondary occupation ? — Yes, I would treat them so. Most of them are really 
labourers. 

7148. As a co-operator, would you finance an industry which is an unprofitable 
industry ? — This is a factor which requires to be considered by societies. It is the 
concern of a rural society to see how far these people? should be helped. 
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'?149. But do you really think that finance U productive ? — I do not think 

7150. About your idea of landless cultivators being induced to insure their lives and 
assign their policies to the society, do you think that cultivators would accept the idea of 
insurance ? — They have not yet been taught to do it. 

7161. You think that propaganda would be hopeful in this resi3ect ? — I should 
think BO. 

7152. You have in this district one cattle inHurance society, have you not ? — Yes, 
there is one cattle inaurance flwiiety. 

7163. From your work in Gujerat, do you think that cattle insurance is 

a sound proposition ? — This society has l»ecn in existence ever since 1918. I t is over 12 
years now. 807 cattle were insured. Ihe total amount of premium collected was 
Rs. 2,416. 31 cattle died out of 807 and the damages paid were Rs. 1,308, so there 

is a balance of Rs. 900 or Rs. 1,000. 

7164. ' After all, the number of cattle insured does not exceed 100 animals at a time ? 
— No. We had to stop doing this work in one year because of famine lest the cattle 
might die. 

7166. About this idea of having a big zemindars'' society, you think that it is 
an absolute necessity in order to bring within the Movement those people who require 
larger advances of money ? -Yes, this is the only object. 

7166. Do they go out of the Movement if you do not start such a society ? — Where 
they are meml)er8 of societies they are always hampering our cause. Benatni transac- 
tions are more in use. They take money in the name of even illiterate people. 

7167. Therefore, to <5heck such practices, it is necessary that we should be more 
honest with them ? — Yes, 

7168. About a Muiiey-lenders' Act, arc you in favour of it ? — Yea, but, so far as its 
practical working will go, I do not know what will hapy>en. 

7169. Suppose you fix the maximum rate at 12 per cent ., do 3 t>u not fear that 
moneylenders in villages would try to circumvent this rate fixed and got round the 
provision of the law by various subterfuges ? — Yes, they will try to do so as they have 
been doing so far with reference to the Dekkhan Agriculturists’ Relief Act. 

7160. SupjK>sing instead of charging the maximum rate they give In kind or 
they take a sort of vatat\ would it be jxjssible to cheek their aceounts T—It will not be 
impossible to check their accounts. Although 1 am not for publication of audited 
account# of these indigenous bankers atid village money-lenders, in ca.se of disappoint- 
ment we can check their accounts or examine their accounts and pro|>erly deal 
with tliem for any shortcomings. But if we fix the lines on which they should work, 
I dare say that there should be no difficulty as in the case of vendors of liquor. 

7161. But in the case of liquor, it is a productive department which may have 
to stand all the expenditure for stafi. Here for the sake of chec king the ac'coimt you will 
have to keep a staff under the Revenue Department, is it not ? — Yes. 

7162. Why do you suggest that the Usurious Loans Act will not servo the purpose ? — 
The court’s hands are more or less tied up there. Recently there is a case reported in 
119 — Indian Cases, page 207, wliich runs as follows : — 

Interest — Mortgage bond — Power of Court to reduce rate of interest — ciompound 
Interest at 12 per whether excessive — Usurious Loans Act (X of 1918), s. 3. 
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“In a suit to enforce a mortgage the Court cannot reduce the rate of interest or 
interfere with the stipulation for compound interest merely on the ground that the 
interest stipulated is (xinsidored to be ext^sive or that the interest has amounted to 
a large sSSh owing to the defendant not paying it at the stipulated periods of the 
rests agret^d upon in the bond. 

“ The court cannot ro-open a transaction under Setdion 3 of the Usurious Loans Act 
unless the interest is excessive and the transaction is substantially unfair. 

“ Interest of 12 cent, per annum with yearly rests is not an excessive rate of 
interest.” 

This is how^ tlie Act is lieiiig interpreted. 12 per cent, interest on a mortgage with 
yearly rests is not considered excessive. In the case of agri<niltnri8ts, if you w’ant to 
help them, there is only one way, that is, by procuring them loans on easier terms as 
far as possible. 

71 (>3, The CJifiirnian : So far as the Gujerat districts an? concerned, generally 

an agriculturist can get loans, if he has good credit, at 41 per cent. What would bt? the 
reasonable rate on personal credit ? — 12 per cent., and on mortgages not exceeding 9 pt?r 
cent. This is the rate by which sowcars generally go. 

7LJ4. Mr. KavifU : The range of interest will vary from district to district. If you 

maintain that the I’surioiis Loans A(d, w^hich is an ali-Tiidia Act, wdll not alone serve the 

piirpo.se, what is your solution ? — The ITsurioua Loans Act generally applies to suits filed 
by creditors. There is very little room left for a debtor to go to a court and prove his 
case. 

7U)5. The Chair man : lender the Usurious Loans Act a debtor can ask for 

HMlemption ?- This is another thing limited to redemption only. Actively he cannot sue 
for accountvS of simple money loans. However, when the objection of high rate of 
interest cannot be removed, the only alternative is to secure them money through 
co-operative societies at chcapt?r rates and to have money-lenders registered and 
bring them under control, 

7106. Professor Kale : You say, “ The penal interest though condemned in 
section 74 of the Indian Contract Act is being recovered in co-operative societies”? — 
I have dehnitely stated that botli the compound interest os well as the penal interest 
must go. 

71 ()7. Mr. Kamat : You have here a co-operative society for construction of roads 
and for building houses ?— Yes. 

7108. Will you tell us how it is working here ? — This is a society which consists of 
members from all classes meaning thereby the work-people, house-owners and also 
merchants and contractors. All these people have joined the society. The work- 
people get one-sixth of the profit Indore the dividend is declared straight off. The work 
is being done either for members or for public bodies like the mmiicipality, the local 
boards and so on. The members are given prelerence in point of occupation of buildings 
ow ned by the society and in their absence non-members (;an hire the buildings. 

7169. ilfr. F. L. Mehta : Do you think this society or any other experiment of this 
type provides any solution for the problem of organizing surplus labour from rural 
tracts ? — Unless some sort of active help is forthcoming in the l>eginning this organiza- 
tion is not possible. What w^e want is organization of agricultural labour. This is the 
problem of the day. When we have other labour organizations, this sort of labour will 
also require to be organized, but there are many complications. 
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7170. Mr, Kamai : You say : If adequate financie on the lines suggested in my 
answers to question 1 is undertaken, 1 dare say there will bci no surplus funds going to the 
Provincial Bank or outside the Movement, j^t present theio is no fidelity at both ends, 
and hence the difficulty which is not insurmountable.” What do you meanly saying 
“ at both ends”? — That is the society as well as the members. The society does not 
give them enough finance and the members also go elsewhere. 

7171. So under your scheme if full finance is given as far as possible, there would be 
no difficulty about surplus funds ? — That is what I want to say. 

7172. Mr, Df.sai : You being an experienced lawyer I want to know your experience 
regarding the economic condition of the farmers in the Gaekwar territory ? — They are 
a little better off. 

7173. Will you give your reasons for saying so ? — I am not in verj^ close touch with 
them, but asttr .is district is only a neighbouring one I can say that th(‘ facilities of agricuh 
tural banking in His Highness’s territory arc rather elastic and large Jiandholders are 
accommodated. But these banks now-a-days are reported 1o be not doing well. The 
money is bcung locked up. The second thing is pcirbaps the Government recovers the 
loans rather on sounder lines though not everywhere. The other day round about 
Petlad there was a great row when the Government wanted to do away with the 
biuigdari and narvadari tenures. I heard Rao Bahadur Govindbbai saying that all 
people would not agree to these old tenures laung done away with and that they an; very 
staunch on retaining their old tenure which has been in existemt' since the time 
of Pediwas and that they would not allow their lands to go out of their village and out of 
their families, but w^here J hhagdars agreed the tenure was done witJi. Their credit is 
much better than a person here holduig 50 or 100 acres bceause he is holder of 
an unrecognisiMl portion of a bh/u/. In Gaekwar tenitory it is not so now. 

7174. U^he Chairman: You said that their recoveries were hottei' ? - Iteeoveries in 
the sense that (Jovemment revenue was on sounder lines here though not eveiywhere. 
Here the rate of interest charged against the security of land is very high and 
some reform is required. 

7175. What rate of interest is charged by agricultural banks in the (biekw'ar 
territory ? — I think it is from 4 to 0 per cent. 

7176. Is the capital for the bank advanced by Government ?~They are collecting 
capital from both sour< es. The Government may give a certain proportion by w^ay of 
loans but 1 do not know all these details. 

7177. Mr. Dtsai : Can you give us any other information ? — There are the village 
panrhayat/t in the Gaekwar territory. They are doing good work. 

7178. The Chairman * You say with regard to fa<ulitieB for insuring agricultural 
profits “ Ks. 10 premium to the society will be a v(3ry good substitute for the 10 per cent, 
compulsory deposits”?— Instead of taking 10 per cent, compulsory deposit during harvest 
a bye-law should be made that if a member does not invest a sum of Rs. 10 every year he 
is to bo excluded from the society. 

7179. Have you any savings societies here No. 

7180. Mr. Desai : On the last page of your note you say ; “I do not think that 
indigenous bankers have large balances of cash money with them. I find their condi- 
tion considerably ^ected and reduced poorer by doing . business on an unsystematic 
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bask of rkking their funds by lending for speculative business.” In speculative 
business, the money changes hands. We are not losing money. Rather the country is 
not losing money. Do you not think so ? Suppose we both speculate, the money is 
either with you or with me but it does not go out of our country, is it not so ? — But both 
of them are not in the same towm. 

7181. Your point is that the man in Bombay is earning at the extiense of the man in 
Broach ? — T do not say so. I say that these people are doing a lot of bu.siness, but if 
they are faiihful to their own business |)erhaps they will not lose much. 

7182. And at the same time you say that they are doing business on an unsystematic 
basis. If they are doing business in this way who would be the gainers ? Would the 
gainers he the farmers or the exporters ? — Exporters w'ould be the gainers, 

7183. What would you suggest therefore to curtail the activities of exporters? — 
This is a very serious problem affecting free trade. 

7184. If you think so, does it not affect your district? — Yes, it does affect my 
district. 

7185. This district, being a cotton district many exporters would la* coming here to 
purchas(^ cotton, and theitdore, you lieiiig a public man, will yon not. give us some sugges- 
tions how' to curtail smxh activities ?— It c'ould be (considerably brought within control. 
They should not ])rove. more or less exploiters. If they are merely exporters, it is 
a genuine business. The best ctourst^ is to have pools of these crops wherever possible 
eithcT through the agency of co-operative sale societies or through some other agency, 

7186. Do you rmt t hink that indigenous bankers would be able t/(j handle this 
business better if their resources are increased ? — T have no objection to their doing this 
business providefl it is done under proptu* eontrol. 

7187. I want to know' your .suggestion regarding the financial side? — Tt could be 
undertaken by co-operative societies or by tho.se merchants as well if they could form 
themselves into an association so that (‘ven with larger resources there is no private 
interest observed and they will act co-operatively for a common cause. 

7188. How' arti we to increase their financial resources ? — It depends upon the 
parties. The big banks do declare a dividend of 15 and 16 cent. They are more 
than marwariff. 

7189. Do you want also to curtail the activitieH of joint stock banks ? — Yes. They 
manipulate their business and it requires to be iinjiroved, 

7190. When the time-limit comes to an end, do you want (o renew the charter of 
the Imperial Bank ? — It is an all- India question. 

7191. You have a branch of the Imperial Bank here, have you not ? — Yes, there is 
a branch of the Imperial Bank here, but it hardly touches the agriculturists, 

7192. Does the Imperial Bank do speculation business ? — Apparently it does not do 
so. At times even if there are losses they are being written off by these banks from 
secret profits. Every bank has its secret profits. 

7193. Your impression is that you are not getting complete information from all 
these registered banks ? — They will never give it out. 

7194. Are they in the habit of writing off amounts ? — I do not know tliat. 

7196. But such things are not uncommon and these are your impressions ? — Yes, 
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7196. You havo not auggetied how to hnanoe the indigenous hankers ? — I can only 

«ay that they could be financed with security only upon an assumption that they form 

•ome aaeoeiation. 

♦ 

7197. But from which fountain money should i>e found? — There are many joint 
stock banks who can finance them. 

7198. You cannot force the private bankers to finance them but you ( an forc<^ tho 
Imperial Bank to finance them ? — Yes. 

7199. Do you like the idea of a federal bank witli complete control of the public or do 
you like the idea of a shareholders' bank as it is now ? — 1 cannot say anything unless the 
details are worked out and properly placed before me. 

7200. What are your views regaixling the present working of the Imperial Bank ? — 
I have nothing to do with its actual workuig. 

7201. What are your views regarding the present working of the branch of the 
Imperial Bank here ? — I have very little to do with it. So far as it is made known to 
the public, the branch here is practically intended for merchants who do business for 
three or four months, and it acts as the (Government banker in a way. 

7202. In reply to question 6, Section 11, you say ; “ The interest, if honestly earned 
by an indigenous banker after all allowances stated in the question, w ill not work out 
more than 0 per cent, on the whole.” How' have you calculated it ? — The money- 
lenders help the poor agriculturists even during the bad seasons, and they cannot 
recover their money in time, and if the debtor becomes an insoh ent, the money-lender 
loses his money. After making all the allowances for risks, etc., the net income would 
not be more than 6 per cent. I and my friend had an occasion to see their account 
books. Unless they go in for speculatimi and earn more, their honest return does not 
exceed 6 per cent, 

7203. Do you think that the farmers have not betm much benefited by your Co-operative 
Movement ? — They are not considerably benefited bec^ause they (io not get money at 
cheaper rates than 7 to 8 per cent. The expenses have incrt‘as('d, and they cannot 
make both ends meet. They have become re(?klc8s in their expenditure and they 
should be taught habits of thrift. 

7204. Professor Kale : In your statement, you say : “ The loans in kind, though 
occasionally very desirable, are only a matter of rarity and may Ix^ ignored.” Do you 
refer to loans granted by co-operative societies ? — No, there are no such co-operative 
societies w'hioh advance loans in kind in Gujerat although they can buy the necessaries 
out of their loans. I am comparing the cases of village moiK'vdenders who advance 
loans in kind. 

7205. Do you think that each district or eacli laluka should have a land mortgage 
bank, or should there be one provincial land mortgage bank ? What is your idea of the 
constitution and working of the land mortgage bank ? — ^I think at present each district 
should have a land mortgage bank, and w'e have experimented in three districts. When 
several district societies have come into existence, they should have one central bank. 
When the work corfsiderably increases, they may have to be divided into talukas, 

7206. In reply to one of the questions you have said that agriculture is only a subsi- 
diary industry, and it is not enough to maintain the family of the agricultural popu- 
lation. Do you not think that even in such oases where the income from agriculture 
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is supplemented by other sources, and some relief is obtained by these people at a low 
rate of interest from the co-operative societies, that agriculture may not be productive in 
their case ? — No doubt, it will help them a great deal. 

7207. Is it your experience in this part of the country that co- 0 ]ierativc societies arc 
in most of the eases well managed ? — Attempts are l)eing made to look into them from 
that point of view. On the whole, iht'y have been working well. 

7208. We have heard coinjilaints about mismanagement. Do you think the static 
of things has improved ? — It has, and miu:h more after the superA ising unions ha ve been 
started. 

7209. la there any trouble with regard to management of co-operative societies ? 
Are there factions amongst the managing committee members ? - There an^ factions, 
and people might disagree. They may bo taught to do work in a harmonious way. 

7210. In your statement, you say : “ In tlie case of landless cultivators, the latter 
should be required to insure their lives and assign their policies to the society and the 
sureties should guarantee rc'gnlar payment of premium Who are tht' sureties ? Do 
you think that they will be aide to gtd tlie sureties as they are landle.ss ? -They 
are employees of other people, and they are helped by their masters. There will not be 
much difficulty about getting surc^ties ; evmi now they are getting them. 

7211. In the ]»rcceding paragraph you say ; “ In rural societies with a view to proteet 
the sureties and the borrowing members, share holding shouhl be inenaisc'd to ono-tifth 
from one-tentb of the loans .sanctiemed What is exactly your idea ? — In niost of the 
rural societies with unlimited liability, the sliare holding is onci-tenth, that is to say, a 
member should take the shart'. of ten rupees for ev('ry hundred laipees, and he cannot 
borrow unless he takes up the share. I w^ant to increase it to tw’enty rupees, so that the 
siindies may be prott^cled. It would bt5 very ni'ci'.ssary in bhagdnri and narmdari 
villages, for they would be placing so much of their ow n capital with the rural societies. 

7212. Do yoTi want seeds and other commodities imported by <Mj-operative societies 
to be exempt from local duties ? — Yes, that has been done elsewhere also. 

7219. Has it been dojic in our Presidoney ? -Nut in this Pn^sidency ; but 1 draw the 
attention of the Committee to the November issue of the Madras Jourjuil of Co- 
operation, Vol. XXl, No. 8. On page 99 of its supplcmiuit it is (pioh^d ; “ That every 

Federal laud bank and every national farm loan association, including the capital and 
reserve or surplus therein aj)d the income, derived tlien'from, shall be exmnpt 
from Federal, State, municipal and local taxation, except taxt^s upon real estate 
held, purchased, or taken by said bank or association under tin', provisions of 
section 11 and section 19 of this Act. First mortgages executed tf> Federal land 
banks or joint stock land bank.s, and farm loan bonds issued under the prov isions of 
this Act, shall be deemed and held to bo instrumentalities of the (lovernment of 
the United States, and as such they and the income derived therefrom shall be exempt 
from Federal, State, municipal and local taxation”. (Section 26 of the United State.s of 
America—The Federal Farm Loan Act of 1916.) 

7214. I thought this was in operation in the Ma<3raa Presidency ’—-This is in 
the United States of America. In the United Provinces, something is done In this 
connection. Rai Bahadur Mathera Prasad Mahotra in the United Province had some 
correspondence with me, and he informed me that Government have exempted 
co-operative societies from some local^taxation. 
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7215. Ae regards eaeh cortitieafces, do you ihmk that they come iu the way of 

getting capital in the rural societiea 't — In urban areas they compete, because the rate of 
interest offered is higher than that offered by co-operative societies, and tlio 
co-operative ftinks cannot get deposits, hio. Government is com{>eting with the urban 
co-operative societies, and the money which would have gone into the Movement now" 
goes to Government. 

7216. llo you want the I?isolvency Act to apply to agriculturists? — ^ es, that 
is essential in a way. 

7217. How will you work it ? -Suppose a man is very heavily indebted, he should 
be declared an insolvent, so that ho will begin with a clean slate. 

7218. But all his lands will go away ? — Tlierc is a separate chapter in the Dekkhan 
Agriculturists' Relief Act for protecting agriculturists wherein it is provided that no 
lands shall be sold. 

7210, But if tlu^rc are no profits ? — Then everything w ill go away, but the land will 
Ik) his. 

7220. Arc the insolvency provisions in tlic Dckklian Agriculturistfi,’ Itelicf Act on all 
fours w'ith the Provincial Insolvency x\ct ? — No, the Dekkhan x\gricultun8ts’ Relief 
Act insolvency provisions do not apply to all parts. 

7221. When? do they apply ? — They apply to some parts of the Peecan ; they are not 
extended to (Hijcrat. 

7222. Mr. 1. L. McMa : Do you look upon t hese new' land mortgage societies or 
banks as still iM'ing on an experimental basis, or would yon like them to be extended ? — 
Unless the tw'o adjuncts, viz., land owning and joint cultivating so(?ieli<'s eome into 
being, it would be risky to begin tlnun in ,‘dl districts at a linu\ 

72211. Vou gave some intenisting tigurt's about the working of a cattle insurance 
society. The idea seems to lie full of possibilities ; then why is tlie scheme not 
extended ? — The area was extended from three miles to five miles, and recently the 
society has pas.sed a resolution to extend it to the whole taiuka. Oricinall}^ it exteaidtal 
to villages wdtlnn a radius of three miles. 

7224. Is there any other ditliculty ? -It is very ditticult to look aft('r tln^st^ soei^Mies 
piece-meal. If then* is a society for the whole taiuka, it is better. 

7225. With regard to the question of insuring agrieultural })roht8, have yon 
consulted any insurance expend ? -T have made erujuiries. This idea w as instilled in my 
brain W"hen 1 found that there arc sui'cessive failures for three or four years. 

7226. The Chairman : H there are successive three or four bad years, the rate 
of premium w ould be high ? — I stand subjtHd to eornadion. 

7227. Mr. K. L. Mehla : You have not yourself consulted any iiisuruMee expert ? — 
1 have not. 

7228. A"oii want a separate eo-operative credit .society for znmindum. Do you tJunk 
this keeping aloof of larger landholders from co-operative stn^ieties is a s}>e(;ial feature of 
the Movement in Gujerat ?-~lri other parts also there are societies of the tyjw proposed, 
for example, in Sind, there is a zemindars society. 

7229. We have been told that the small men and the big men generally come to tlie 
same society, and they assume equal liability, WTiy is that not jiossibie in Gujerat ? — 
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The loan limite, in the first iiiBlanoe, do not ]K*rnut theno big landholdei's to join the 
societies, and secondly, they would not like to take the burden of the whole village on 
account of the unlimited liability of th(^ societies. 

# 

7230. Tn your .statement you make two suggestions. What is your suggestion 
abf)ut the statutory charge ? - P!!ach man will be held responsildc with a cdiarge on his 
holdings for the amount lie takes from the society. That is my idea. 

7231. Would that bo for ilie wliole of his property ? Yes ; to the extent of his own 
l>oiTowjngs and not the loan of the wlu)lt* socii'ty. 

7232. What is your other suggestion V -►Sonu’ sugg(*sLit)Tis re<aujtly made by the 
Rangoon (knnmittee on the basis of the English AgriculturaK'iedit Act of 192S may be 
considerefl. Theue is a provision in the Ac t tliat aji agrieullurist, who borrows mciney 
for agricultural purposes and does not it* pay the money, is liable for imprisonment ; and 
in Rangoon this has been approved, and the Rangoon Committee liavt^ agreed to adopt 
this, so that the agrieulturists wouhl not fritter away the pric/es realised. 

7233. Do you think it is po.ssible to have a register of chat tel mortgages ? -It is only 
a question t>f some little troulde. At the time when seetls, et<\, art^ ad^■flm•ed, the 
societies have to note down the’? facts that so niu<*li setals are advanec'd, ami they 
are sowed in a partieulnr .*^irvey numbe*)'. 

72:i4, In wliosi* favour would you n'gister the mortgages ?~ ()nly for co-operative 
societies. 

7235. Thp ClKtirntan : Do ymu know tln^ provisions in tlu' Irisli .^gricmUiiral Credit 
Act, under whicli if a man takc's a loan for agricultural purpo.ses and utilises it for 
other purposes he is lia})!e to lie sent to prison ? — That is on the* sriuu' lines as this. 

7235. PpofiKtiQr KuU : Do you think it would he acce ptable in India, if such 
a drastic measure is advocated ? — Pt'rhaps it will not. l»e suitable' to this country 
at present. 

7237. Mr. V. L. Mchfa : Wit h regard t<> the bhagdarl tcMiure in your lalu La, you 
suggest that nothing contained in those enactments should atleet the dc^aliugs between 
the co-operative soc iclies and their mem hers. Do you think tlieie is anything 
W'hich can come in the* way of this Act going away altogether ? — Thcu'c was an at tempt 
made by the late Mr. Antoldas, who introduced a hill fc^r I’cpc'al of the Hhagdari Act in 
the Bombay Legislative CVcuiu-il, but tin* bill had to be droppc'd on account (d 
his d(3ath. 

7238. Y^on had something to do with eo-o})crat ive societies started for laJukdars'* 
estates ? — There is one in the Ranch Mahals. 

7239. Are there any sciious ditrKultie.s ? — Tliere were applications from the 
talukdar,9 who pay udkar jama (revenue in lump), hut their land is not aliens bl(M?xcefA 
with the previous consent of the Goveniment. 

7240. In your statement, you suggest that there should lie sonic arrangement for 
providing finance against kapa*i and to sell the members' exees.s produce. Is there any 
business of that type transacted in this district ? — Yes, there is a lot of business. 
I have suggested that in non-society area these facilities will be greatly apprecnated, if 
Goveniment helped small producers in the manner indicated in the Egyptian scheme of 
finance, recently promulgated. 
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7241. Tht Chairman : One problem w© have to consider is the problem of financing 
trade in taluka places. There are already indigenous bankers. How far do you think 
the problem can be solved by urban banks ? — My own idea is that each taluka town must 
have an urban bank, and there should be separate district banks to finance such urban 
banks in each district, and at the top the Provincial urban bank. 

7242. Do you want agricultural finance to Ixi separated ? — Yes. 

7243. Is there room for urban banks in the Broach district ? — Where such banks do 
not exist, they may be started. 

7244. You have three urban banks, one is at Anklcshwar, another at Jambusar and 
the third is in Broach. 1 find t.hat in case of the Janibusar bank, out of a work- 
ing capital of Its. 1,43, (MIO nearly Bs. 1,(>8,(K)0 arc lying idle in the bank. What is the 
reason for tluit ?~-At present the lendings in tlie villages have been discontinued 
by money-leruJei'N, as there are no money-lending faeilities in .TainbusaT, and they 
deposit their sj)are money with the society. 

7245. Do they not finance traders ? — licully speaking, there are no traders who 
borrow. 

7246. Does the trade in dambusar not require finance ? — There it is mostly managed 
by gin-owners. 

7247. Where do the gin owners borrow from ? — They borrow^ from the Imperial 
Bank about two or three lakhs of rupees every day. 

724H. Why can the urban banks not do that ‘/- There are no facilities. 

7249, As regards cotton sai(^ societies, 1 find that there are six societies in this 
district ? — Yes, but tht‘y are only in name. 

7250. Why are they not managed well */ — It requires propaganda. Tlie Depart- 
ment of Agriculture should teach thi' people the benefits of cai-opcration. We have not 
a sufficient number of overseers. 


(The witness withdrew.) 

Rao Saheb PRANVALLABHDAS HARIVALLABHDAS BANATWALA, 
Jambusar (District Broach). 

Replies to the Questionnaire. 

SECTIOM 1. 

Question 1. — The agriculturist in this district is financed for the purposes mentioned 
in the question by the sowcar, Government and the co-operative societies. It will be 
convenient to consider the dealings of each class separately. 

8owcak. — This class plays a very important part in agricultural finance. The som^ar 
linaiioes the agriculturists for all purposes and charges from them 12 to 24 per cent, interest 
per annum on the advances that he makes. He has not got any particular system of 
advances. It ail depends on the party with w'hom he has to deal. In one case he may be 
seen satisfying himself by a mere entry in his book and personal security of the man, while 
in another case h© may go to the length of taking a registered document of ostensible sale 
of the debtor’s property with an oral promise to retuni the same which he may or may not 
fulfil. His gexveral idea is to see his own advantage first and the credit convenience to 
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the agriculturist next. He carefully marks all the movements of the agriculturist and 
fails not to take the least advantage of his needs and financial helplessness. He makes 
the benevolent offer of prompt finance but dictates his own terms for repayment of the 
loan with an almost usurious rate of interest. The loan that he advances has no fixed 
l>eriod. It can be demanded and its repayment be enforced at any time. 

GoYEKiSMEisT. — Government advances the loan as laccavi at the rate of about 7 per 
cent, interest when there is failure of crop, either because of want of rain or any other 
reason beyond the control of the agriculturists. To those who are the members of the 
co-operative societies this loan is advanced through the societies on the security of the 
society unless the society itself wants the same to be advanced direct without its inter- 
vention ; while to othtus, it is advanced dire(‘tly. 'I’here is nothing to bo said with regard 
to the loan that is advanced through the societies, but for the loan that is advanced 
directly through village oftkers or on their recommendations there is a general complaint 
that the full amount does not gv> into the hands of the agriculturists. The Uiccavi loan 
that is given at the rate of 0} per cent, interest under the Land Improvement Loans Act 
through the co-operative societies has also t(i pass through so many oliicial channels that 
it takes a considerable time before the loan actually goes to the person who wants it for 
any useful purpose. In one ca.se in my district tlio loan was ap|>liod for by a member of 
tlie society for couHtnK'ting a well in May 1927 hut the loan was granted to liim in .Line 
1928. The construction work that the man liad commenced in the hope of getting the 
loan in the meanwhile collapsed in monsoon as he could not finish the work before the 
rainy season. The man had to ask for further advance as the loan proved inadequate 
on account of the damage caused. This applicaiion was made in Mareli and the loan is 
sanctioned only a few days haiL. 

(k)-oi‘KUATiVK Soci ETius. - 'riie greater numbej of these institutions came into 
existence during last fifteen years in this district. Their present method of linaru-ing is all 
that may he desired, 'the normal credit and forecast statements, if properly prepared, 
make the way for prompt finance smoother. Besides advancing the loan for the current 
agricultural needs, the society also gives loans for payment of land revenue, redemption 
of old debts, maintenance, purchase of bullocks, implements of husbandry^ and for capita' 
and permanent improvements, etc. 

The lending rate of inferesl lliat the so^ciety charge.s is from 9| to 19{;! per cent , per 
annum. The higher rate of Id \ per cent. Was fixed only in the bye-laws of a few 8o(detie8 
which were registered at the time of the stringency in the mon(;y market. This bye-law 
is also being amended and in a short time there will be a standard rate of 98 per cent, in 
all rural societies. The society generally advances on personal security with two good 
sureties. It has not got different rules for lending to different individuals. There is no 
secrecy in its transaction, and the loan is advanced after tlie necessary inquiry is made in 
conformity with the rules and the bye-laws. Kven for current agricultural expenses the 
amount is made payable in the next harvest, and for redemption of old debt and for 
capital and permanent improvements on the security of immoveable property the loan 
is made repayable by instalments from two to five years. 

The part that Government plays in agricultural finance is shown above. The Imperial 
Bivnk and the joint stock banks do not directly finance the agriculturists. We have not 
got any joint stock bank here. The Imperial Bank is financing the big merchants and 
gin-owners against substantial securities like Government promissory notes, gold orna- 
ments, etc., for facilitatmg the finance to the traders. It has special rates of interest for 
the season, but at its end it calls forth its constituents to repay the loan. The operations 
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of the Imperial Bank were confined to cities, but they are extending their operations in 
taluka towns also. The Imperial Bank and joint stock banks are also discounting the 
hundiji and accepting the bills of their constituents. The financing is also pre-arranged 
and contracts to that effect arc made previously. They grant loans against mortgage 
of godowns. The rate of interest is not rme and the same for all parties. 

The iNoroENot's Bankek. — H e finances also tlie ordinary traders in the season. He 
fixes the credit of his constituents. The account is going on a khai/i, and no promissory 
note or signature is taken. He pays the hunfUs drawn by the constituents and also 
discounts and collects the same pre,sented by them. These bankers are generally not 
in a position to give all the required facilities as often they find themselves short of funds. 
They do not lend generally against railway receipts or mortgage f>f godow'ns. Their 
lending is personal ; the rate of interest varies with parties and seasons. 

1 HE VILLAGE MOONEY LENDEK. The general idea of his dealijjgs is given above. He 
finances the agriculturist during the whole year. For these advances he charges a very 
high rate of interest and recovers his money as soon as the crop is ready mostly by the 
sale of thocrop to himself. Ho being the man on the spot is in an advantageoiis position 
to first (daim the crop. Ho not imusually gets his dues before the (Jovornment and the 
co-operative societies are paid. 

In some cases the agriculturists^ sell their cotton to these persons at an iimiHual time 
long before the crop is ready at a very low' price on condition to deliver a certain quantity 
of cotton w'hon it is ready , to meet their current needs. This is called ^ jarap "' 
transaction on this side. The agriculturists in disposing of their crop in this manner 
do not get even half the market price and greater profit goes into the hands of the 
money-lenders. 

ro-orERATTVE Haxks — T he co-operative (‘entral banks generally finance the co-opera- 
tive rural societies and they in turn advance to their members. The Broach District 
Bank used to advance at the rate of 7J percent, interest, but it has reduced its lending 
rate now to 7 per cent. This bank advances loan after carefully considering 
the reconimendations of the supervising unions w hose duty again is to scrutinise the loan 
applications of member’ societies before tlie same are recommended to the bank. It 
advances for various agricultural and social purposes and also debt redemption and other 
capitalistic w^ork. It has no scheme for debt redemption, but it has advanced to member 
scx’ieties some money for this purpose. Its advances, bow'cver, on this head are not 
appreciably large. 

It is difficult to give an estimate of the total amount of the capital re<|uired for 
this district for financing the agriculturist. There is also no information available 
as to finance in kind. The Broac h Bank did advance to some of the societies in kbid at 
times, w'hen the latter desii-ecl to do so, hut its w'ork in this direction is also confined 
to a very limited extent. 

From the details of the working of the various agencies fur tinancing the agriculturists 
given above, it will appear that the system of taccari advance needs to be simplified and 
red-tapism avoided if the loan were to be made available to the agriculturists at the right 
time ; that the system of the sotvears or village money-lenders whose main operations are 
among the agriculturists, need a radical change. Their methods being absolutely 
ii*regular and often usurious, their dealings with the agriculturists need to be 
systematised by the legislature. It is also desirable, uay it is absolutely necessary, to 
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educate publics opinion in favour of the (.V)-aperative Movonient. The rural population 
need to be trained in co-operative ideas and principles. Unless these principles are 
thoroughly understood and followe<i and co-operative credit societies are organised all 
over the rural area, there will be no improvement in the present agricultural condition 
of the people. It is the only good and efTective medicine to root out the evil of 
indebtedness and improvidence. 

As to the co-ordination of the various tinanciiig agencies, it appeals that there is 
some co-ordvjiation between Government and the co-operative scsietios for the 
purpose of agricultural finance and there ( an he a complete co-ordination between 
these two institutions, but there is no co-ordiiiaiion between (»ther institutions for 
the purpose. 8iich co-ordination is also in)t possible as their interest is liable to clash 
in so doing. 

Question 7. — The relationship of the indigenous hankers with co-operative hanks is 
cordial, but the same with the Imperial Bank of India is not w hat it ought to be. There 
is no competition between the co-operative banks and joint sto^‘k banks as the latter do 
not exist in this district, but the Imperial Bank considers the co-operative hank as an 
eyesore t.o it. It fails not to harass or trouble the co-operative hanks even for matters 
more or less of trifling nature, if an occasion arises. Very recently the imperial Bank 
refused an overdraft to the Broa<‘h Co-operative Jhvnk. Limited, against gilt-edged 
securities on the flimsy ground that the credit given to it last year w as only partially 
availed of. Another instance of its indifference towards the co-operative hank may 
also be cited. There is only ten minutes’ distance between the Broach ( 'O-operative 
Bank and the Br(»ach lirancli of the Imperial liank and yet it propv>.ses to charge 
J per cent , commission on cheques drawm on the Broacli Co-oyierative Bank and 
presented to it for collection, though at other places the branches of the very same 
bank do not charge any commission for cncasliing sucli clioquos of other 
co-operative and private concerns. It expects Broacli customers and co-operative 
bank to do wiiat banks are particularly meant to avoid and guard against, i tz., 
transference of hard c^ash and insufficiency as to the provisions for lliiid re.sourcos. 
The Imperial Bank is after all a shareholders' com^ern having non- Indians as most of 
its directors an<l high officers, and it may think of making a good earning for itself, but 
it should also materially help in the general develo|>mcnt of the country’s trade and 
finance through the co-operative scs ieties wTieu it has the jnivile^gc of freely using the 
( hivernraent money in abundanc e, without payment of any interest . 

There are some difficulties in the matter of co-operative fiminc'e cm acc ount of the 
existence of the Hhafjduri and Talufalari Acds. I'he sulijcct of abolishing these Acts will 
be treated at its proper plac e. It i.s snffic ient to mention here that these tenures come 

in the way of developing the movement at places where the lands are htdd on hhagdari 

Iv 

and iftlukdiiri tenures. Jt would be quite unsafe for the hank or any credit society to 
undertake any spec ial scheme requiring finance for the good of the agriculturists of these 
places. 

There is no difficulty in granting short-term loans to co-operative societies for 
the current needs of the agriculturists ; but long-term Joans cannot be given as the soeieties 
do not get long-term depovsits. Even the Central Bank cannot afford tc^ make long-term 
advances to societies as it does not get deposits for a period of five or ten years. It may, 
however, utilise the amount of its share capital and reserve fund in long-term loans. 
This would not, how^ever, be sufficient to meet with all the requirements of long-term 
credit and a special bank like a land mortgage bank is the only institution wTiich can 
•uccefsf ully meet the question of long-term credit. 
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Aa to short- term loans^ if the amount i« repaid from the next year’s crop as agreed upcm 
and expected, there is not much difficulty ; but, if for any reason the liability is not 
discharged, the question of further finance be<‘ome8 a problem. Tlie society has then 
to consider the question of further credit to the member bearing in mind his land and 
capacity to repay. The loan having not been returned, the faith of the society in the 
man is much shaken and a further advance to him is made with caution. It also 
appears that short-term loans are often not used for the purpose for which they are 
meant and taken. It has been found that the lf>ans taken for current agricultural 
needs are used for payment to .‘<inrcors or for redemption of old d(?bts and also for 
marriage and ot her unproductive purposes. In such cases it is impossible to expect even 
the repayment of the loan in the season. 

The matter of sbort-term credit is thus w rongly mixed up with Ituig term credit and 
its very object is frustrated. The bank ban sufficient funds to advam e to 8o< ieties on 
short-term credit and the societie.s can advance the loan thus obtained to their members 
in turn an<l meet with their (‘urrent needs fully. It doc^s not require any extra capital 
for this purpose. On the contrary it rather desire.s the organisation of more credit societies 
to utilise its surplus funds. If it were to be said that the finaiue on short term credit 
is insufficient the blame must go to the members them.selves. They do not follow projKU” 
(JO-operative met buds and take the eo-operaiive credit societ y as an additional Hoivcar 
and yet wrongly disrepute the Movement. 

Besides the Broach (’o-operative Bank, there are in this district lliiee urban l>anks at 
JamVmsar, Anklesbwar and Broa< li. The operations of tbe.se banks are mainly (‘ontined 
to the plac es where th<\v are situated. They help a good deal in dovelo])ing the loeal 
business. They open current and savings accounts and also do hnnrli Inisiness. Their 
advances are to individuals u ho arc; the members of tlio hank up to the limit fixed in the 
bve-laws on the security of two good sureties or propeity f<u‘ various purposes. The 
small trader does take the advantage of these banks, but it c annot be said that all such 
persons are members of those hjinks and that the banks finance all of them. 

1 have not got much experience of Anklesbwar and Broach laanks but in Jan^busai' 
we have no industry to liuaiic'o. The greater number of .small traders, how ever, do borrow 
from the .la mbusar ]Vo|des' Ibuik. U is difficult to give an estimate as to how much 
money these traders need for their trade and it is ocpially difficult to say whether they are 
fully tiuanc’ed by banks, d’hc.se small traders have also other son)cars i*.nd they go to 
them often. All tlio urban banks, .‘^o far 1 undersian<k have largo surplus balances and 
tbev Can, at any rate, meet the needs of the small tradc'r if they w'erc to contine their 
dealings strictly and honestly w ith urban banks only on jiurel\^ co-operative lines. 

The co-operative institutions have to stand in competition with other financing agencies 
and for their development it is nec'essary that special conc'essions be given to them. The 
privileges and coiuH^ssions enjoyed by them are published by the Registrar in leaflet “ C) 
and they need not be reiterated here. It will suffice to say that thovse privileges must 
continue and over and above, tho following further privileges and concessions be 
conferred on them ; — 

1 . Income of the co-operative societies must be exempted from super tax. 

2. Income-tax on Government securities .should hot be charged at all, otherwise the 
whole of the income-tax deducted at source be refunded and not only a part of it 
according to the profits of the societies as is presently done. 

Rao Saheb PranvallQbMa^ Harimllabhda^ Banatwala, 
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3. The limits placed on the isaue of remittance transfer m'eipts at par to co-operative 
banks be done away with . 

4. C'o-openitiv 0 hanks and its branches should be ^iven the sub-treasiirv work In 

selocded areas, . 

T), The facilities given to co-operative societies in respect of demand drafts 
and rennttance transfer receipts on (lovermnent account at ]>ar should c ont inue. 

(). The facility from the Iinjierial Hank of India re em ashment of cluHjues up to 
Rs. r),(KM> per day at paras per Re^gist rar's ( 'ircuJar No. C. X. F. dated 21 st May 1023 
be allowed to continue. 

<*A. The hhnijiUtri and falu/ohnt Arts, bo amended l>y adding a section to tlic^ effect 
that notliing contained in tlu>se Acts shall apply to ;i,iiv transact with co-operative 
Hoeieties. 

7. sfiecial ofth er fur the exei ution of a.w a.rd.s and liquidator's or<l<‘rs slmuhl be* 
a,ppointed for each district for (h(‘ prompt t'xca ution of these orders. 

5. Notitii atioii <‘\em|>ling v <»-op<‘rativ(' s(H i<-ttc.s fniin the payment of (’ourt F<‘cs 
under sectioji 33 of thi; Act shoidd be issued at an (airly datm 

td 4 .AM) S,--ln this distrii t there are many agri( nlt.urist.s who ai(* liolding 

lands on bhiujihiri and (afukdari tejiures. 'I'Im* propriotor.s of Mu> lii1t(*r soi t of ItMiurt' are 
genera lly iabihdars. 3'h,erc are speciaJ IcLdslations for th<‘se tcnnr<'s and tin* ali(*nat ions 
and (raiisti'Ts of thest* lands a,»e i>ov(*rnrd by (he j>rov isifai.s of (In* Acts pojmlaily knowti 
as tb(( Uha(i<l<iti and d'ul uldari Avis. 

Under the hhuijdari .system the wliole hhan or recognised pi hi hlfufj stands in t-lio name 
of oiK^ or moi'o individuals and there an*, number of pita hhaiphtrs or sharers in (he same 
bha(/ or p<tn hhag. 4'liese jiorHons a.ro railed unre(‘ogni«ed jxtt/ hJidiphi im. 33n* jicrsoiis 
holding the imria ogidsed portions of hhag land are in need of morn^y just as the other 
agrieulturi.sts, hut they being unna ognised hhugdani or peta. Idaigdars ai“e prohibited from 
alienating their land to any one outside the hhag under seelion 3 ol tin* Bombay Act V 
of iSdo {BJuupla/ i and A a rradari A<-t). The /dc/gdars or rei-ogiiised /a7u hhagdars them- 
selves tc)o are not in a better position, tienerally they have also many prfa, bhagdars 
or .slnirers in I heir /aye/ a nd thes(^. persons being in possession of tlndr shares of t he hhag 
land, the prim ipa.l hhagdar-'t rnnoot aliemite or transfer t lnvir portifues of hhag land, as these 
portions would also be nnrecogniseni portions of the hhag. In fa(d tliey an^ hhagdar.s or 
peia hhagdar-s in name when they have co-Hharers with them. 

The Act recogiiLses the alienation, to persons withiji (Ini hhag^ but tlu'.se persons being 
the agrieulturi.sts tiiemsclves are hardly in a po.sition to render a.ny substantial mutual 
liiiaiicial help. All of them have, therefore, to aiiproaeh an outsider for finanei', ajul the 
outsider is not e.\pected to give them any ertidit facility if he Inis no security for his money 
on account of the existiiyj/ legal impediment. 

The difficulty of faluLdrrr agriculturists liolding talnhkirl laiuis is even greatei'. They 
have to take the previous .sanction of the Talakduri Setthmient Officer or any officer 
appointed by the (iovornor in (Council for the purpose, for any incumbrance which is 
to be created beyond the talnkdar\s life under sei tion 31 of the Oujorat TalakdarH' Act 
(Bombay Act VI of 18BS). Under the latter part of the same section he has to take the 
previous sanction of the Governor in Council if he has to make any alienation. This 
procedure indeed takes a lot of time. These jjersons need prompt finance, and if they 
have to wait for it on the good graetjs of these officers, what is their jiosition with regard 
MO y S,3— -27 
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to the property of whit li they call themselves the proprietors ? How is their credit to 
be built or secured when as a matter of fact that credit is legislatively dependent on 
the “ aye ” or “ nay ” of the officers concerned, 

A question might naturally arise that these Acts are in force for the last many years 
and if they came in the way of their credit facility, how did they manage their affairs 
till now and how did they obtain the required tinance ? The answer is simple. Itospite 
tbo provisions of the Act pr()hil)iting the transfer, people did enter into these transactions 
and even the Government connived at them. It is only when the matter c omes to the 
court that the hollowness of these transfers are exposed. Section 3 of the Bhwjdari Act 
distinctly prohibits the alienation of a portion of a h/ta{/ outside that Mar/ and yot the 
Bombay Government G. R. No. bbTl -1 44 GonlL, dated 17th .Tune ltR:i, gives the Collector 
instructions to the clfex t that if the alienations were to be made to a person belonging to 
a hhagdari family of Iho village, tbe.y need lud. interfere with any such transactions. 
In fact Government recognising the positioti of the agriculturists, allowed the transfers 
to a person outside the hharj if he belonged to any bharjdan' family of tlie village. 
The same resolution further tacitly suggests the rc( ognition of the transfers of the 
unrecognised portions of the hhar/ on the ground that if tlic bargain is a fair one the 
alienor should not be allowed to get out of it. at least until the alienee has had the 
usufruct of tlie land long enoiigh to p<’!rmit of his having got a fair return for his 
money. 

The private transfers of the talnkdut i property without the required sanction are not 
uncommon. The revenue authoritie.s do know of them as they are recorded either in 
the Records of Rights or in tlie >Settlement Register and yet nobody takes serious notice 
of them possibly roalising that their interference would conm in the way of the necessary 
finance which these agTiciilturists ix^ally need. In these days of progressive movement, 
does it stand to reason that these prohil)itivo provk-ions of law, wlrii h are conveniently 
ignored and tacitly overlooked, he allowed to remain on the Statut<‘ Book when public 
institutions like co-operative societies and land mortgage banks arc to bo organised and 
developed for ameliorating the condition of the agriculturivsts ? 

The Dekkhan Agriculturists’ Relief Act has certainly aficcted the credit facilities of 
agriculturists greatly. Since its applicability in Gujerat Iho old money-lender class has 
gradually died out and a different typo of (‘lass ha-s cropped up. Having understood the 
Working of the Act, he, in his present day fresh dealings, adopts more usurious and extra- 
ordinary methods in lending. He generally keeps it in mind that he has not to go to 
court for the realisation of his dues. He stays at the village and by gradually advancing 
the loan obtains the conlidenco of the agriculturist and luings him under his control. 
He, side by side, prepares himself to mt^t him if fie is <‘ompelle<l Ri go to a court of law. 
In the dealings of sui’h mwears, w'e always find that they take bonds for a greater amount 
than wdiat they actually advance. 'Tliey consider it their privilege to deduct the interest 
of the first year from the cash advance they make. If they finance the person in kind 
instead of cash, they put down a very heavy price for the articles supplied to him. They 
take do<mments of sale instead of mortgage as security for their money. They take a 
nominal lease in the name of another man for that property and get it recorded in the 
Record of Rights to give colour to the transaction, though in fact the debtor remains in 
physical possession of the property and pays the rent or mterest dimdly or through the 
nominal tenant of the land. This will give an idea as to how his credit stands with his 
amwiars and what facility he onjoya. 

J?i»o Sahib rranmflabhdas B ari caJlahMdf^ BanahmJa, 
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Among the legal procedure that affects fredit facility prominently, is the inordinate 
delay that takes place in the exw'ution piweiMiings. As remarked by a voiy^ eminent 
High Court Judge some time ago the real dilli<‘ully of the litigant begins after the 
decree is obtained." In one case which 1 have on hand as a pleader the execution 
proceeding is going on for the last lifteen years and yet no tangible result is arrived at. 
I may he excused for mentioning that despite tlie facilities afforded to tho co-operative 
societie.s for executing their awards through the Collector, under l^jind Revenue Code, 
there has not boen any appmuable improvement in thi.s matter. There are awards and 
liquidator’s orders pending execution before the Collector for the last four or live years. 
The exemition work yet further needs to be simjililied and attempts be made to expedite 
the same if tho credit facilities were to be impjoved. 

Another is live procedure that allows the judgment-debtor to take the plea of 

agriculturist ” even after the decree is obtained against him as a non -agriculturist. This 
plea is often iuit forward by the judgiinuit debtor with a> view to iakt^ advantage of the 
provisions of the Dekkhan Agriculturists’ Relief Act and he gets the same without any 
difficulty. He thus siu'ceeds in defrauding tu* delaying his i reditor. If tho Act were to 
be ustd as an instrument of fraud by such per.sons the effect of its Working on the credit 
facilities is bound to be great . If a creditor were to be sm ci'Hsfully baffled in the recovery 
of his dues in addition to the tardy execution procedure by such successful i)leas and it 
his money were to lie at stake even aftcu- tin* dcc.roc! is obtained wlio would think of 
advancing any loan even to |KM’sons who a.re non -agriculturists '/ 

It is high time now to modify the provisions td tho Dekkhan Agriculturists’ Relief 
Act. They should he made ap}>licahlc only to a class of peO])Ie whf> are bona fid v 
agriculturists ; j)orson8 of non -agricultural class professing to be agriculturists should 
be excluded from its (tjKU'ations ; a,ud the judgment-creditor bo secured against any 
further subsequent insecurity of his money after- the decree. 

The Usurious Uoirns Act came ia fur<‘e for tho first time in the year HUS. 'rhe provi- 
sions of the Act applied to all persons whether they wore agriculturists or not, in a suit 
bv the creditor for the recovery of the dues. 'I'hey, however, did not aj>j)Iy if the dedttor 
tiled the suit against the creditor. This defect is, however, partially removed in 11)20 
bv the amendmejit of sectioii J v hich made the provisions aj>plicable to suits for redemp- 
tion bv the debtor. Further amenduumt in the Act is also made by altering the period 
of 0 to 12 year.s for which the accounts can he rt^opeiied. Though the provisions of the 
UstirioUvS l>oans Act were intended to give relief to all classes of people, the Dekkhan 
Agriculturists’ Relief Act being more elastic and comprehensive, it was often availed of 
by the agriculturist in preference to the Usurious Loans Act. Another reason is that 
very few persons in tlu* iNofussU know tho existem e of such a special enactment for the 
benefit of non-agriculturist debtors also. This will show as to why the Act is not so much 
availed of in this distri(;t. The Act needs grefiter pill® ity and its provisions need further 
to be extended to all suits for account by the debtor whether the debt is secured or 
unsecurerl. 

The provisions of the Ivnglish Money-lenders' Act or t})e proposo/1 Money-lenders’ Bill 
for the Ptinjab are not known to me and 1 therefore refrain firm expresamg any opinion 
on those legislative measures. 
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725]. The, Ohmrvmn : RftO f>aheb Bauatwalla, you are the Dintrict Honorary 
Organizer, Co-operative SoeietieB, JamlniBar ?— Yes, for Jambusar and Amod ialukas. 

7262. Since how long have you been an honorary fxrganizor ? — For the last fifteen 

years. 

7253. What is your opinion abtnit the development of the Co-operative Movement in 

these ialukas during the last lift<een yoaT-s ? — Societies have boon organised sinc e the last 
fifteen years in these and ordinarily they have been Hnaneing nieinbers so far as 

their current agricultural needs arc concornod, and there is no complaint in ordinary good 
years about the repa^Tnent. 

7254. Are the members adequately linant ed ?— .So far as their cinrent needs for 
agriculture are concornod, they are adequately financed, but the (juo.stion becomes 
difficult if they do not make proy^er repaymontB w'hen the season is bad. 

7255. Do you make provision for extending the yieriod (»f repayment, vdien tlic season 
is bad Y — We have been doing that, hut if there are Dvo or three consecutive bad soaHons, 
the difficulty arises. 

7256. Does that difficulty arise very ofbui ? — S(» far as iny e.\|)erieu( o goes, till 1925 
the whole tiling was going on ver\' well, lud after 1925 there was generally one bad year 
at the interval of two or throe years, and even these o or three years were not good 
years. 

7257. Do the momhors go to .s'oiccar.v v — They have to go, wIumi the societies <1(> not 
pay them. 

7258. If they go to smocarfi docs not. the jiossibility i>f societies rtMtovering their dues 
become loss ? — What they actually do is that thciV try to yilease both soircars and 
societies. They j)ay the soivcar as well as the society. They y»ay the society and got 
another loan, and tliey jiay the iiiteroHt to the /y'ourar. IJnloss the society is able to 
take the position of the sowcar^ they will have to ]>Ieaso both. 

7259. What happens if 60 per cent, of the meinhers are good and 40 per cent, are not 
gt)od Y — Wo have been paying to good members regularly, 

7260. Do you give long-term loans in your societies Y — We advance long-term 
loans if wo have live-year deposits. Wc advance Joans on instalments of three to 
live years. 

7261. Is that period sufficient Y — It is not sufficient, hut %vc cannot help it. 

7262. Is the borrow er able to repay his instalments V — I have seen that they are not 
in a position to repay, and therefore, a land mortgage bank Was all the more necessary. 
1. have seen many cases in wffiich only one instalment w^as paid and the other ,tw ’0 or 
throe instalments remained unjiaid, because the hist almeuts were put down w ithout 
(‘onsidering the repaying capatdty of the borrow er. 

7263. Is it not wrong Y — That m Wrong wdieii they did it. 

7264. In answer to question 1, you have given the ditl’erent sources from which the 
cultivator borrows money, and you have put dowqi .votccurs and village money-lenders 
separately. Are they not the same Y — Yes, they are the same. 

7265. Bo you not approve of the tacemn system ? — No, because of the delay. 

Rao Saheh Frnnmlfabkdas HarimlMhdaa Banalimla. 



7266. In how many cases has tacvai'i Ix^on advanced to nuembers of your societies? — 
I Imow of only one casein whith tacmvi was "iveu under the Jaind 1 m[»rovomont Ijoans 
Act, to which 1 have referred in niy note that there was ninch delay. 

7267. Do you know any other cases besides this ? — 1 do not know. 

7268. Speaking about the co-operative s<»cieties. you say in your statement : “ 'riieir 
present method of financing is all that may he <lesirtxl."? ~We have hocn preparing the 
normal credit statementH, hut the didimilty is that it is not prepared properly. 

7269. is the system followed properly V It is followt'd prop(Miy in soeieties vdiere 
we have good literate seeretjiiies. 

7270. Do you advance loans only for agri(‘ultviral jmiposi’s V -We loue ht-en givijig 
money for marriage and other eerenioniai purposes ht'sides agricultural purj>oses. 

7271. You say : " 'i’he operations of the lmp<wial IkniU w <'onliued to cities, but 
they are extending their operations in taiiihi towns also." Do you jueaii. tht' liaul; 
r)nan<‘es in Jambusar V — ^ es, the Ha-uk hnauees giu-owmns and indigenous )))inlvers in 
Jambusar. 

7272. On what seeurity V — On }>ei*s(mal security with t wo s\ireti«‘s. 

7273. Do you kju)w wlmtlicr they are adva-neijig to small jieojde on the stM urily of 
gold ornaments — They are not a<lvajicirig to small peopho 

7274. Have you godo\N'ns or warcdiouse.s in .lamhiisar Xo. 

7277). Do you think it Would he desirable: to have thmu Y — It \vo»»ld be desirable. 

7276. Who would take advantage of tliem Agriculturists Tuight krko advantage 
of them by keeping tlieir* cot ton and getting advaiK cs against it . 

7277. Is tlie urlnirU l)ank in a. position to do that V - 'J’he urban bank < aum>t ; \mdc:r 

tlje ]n‘esent bye-law tin.’! ur)>an ha?ik < an advance to big traders up to Ks. Wo want 

to advance on t he sec urity of goods. 

7278. I'p to what extent? — Dp to (U) percent, of the value of t;ho('ro]j ortho 
cominf)dity. 

7270. Is tlieia; mucii of jamp ’ l3usiiioss going on in .lainhusar ? — Yes. 

7280. I) ;>es the ivgricuh urist lose mvich that wa.y ? — t he ii-gi ic ult urist docs imt g(3t 
oven half tin‘ pri<io. 'riie agriculturist is in need of money aanl he leuMows troni ihci 
t<ow('ary ami he has to repay at the harvmst time, lie sells ids < ott.oii to the- •^(un'.ar al' 
lis. 5 a dhadi, svhich would amount to Rs. 100 a bkar, vviie.roas tlic same wop 
Would bring him Rs. 2<H). 

7281. Is that practice dying out now ? — it still exists ; we had llio ollnu* <lay a case: 
in the ( ourt. 

7282. Ad>u say : ‘‘ The system of or village! money-lenders, whose main o|>era 

l ions are among tile agricultairists, needs a radical change What change M ould you 
sugge.st ? — In my ophiiori the rate of intore.st should ho tixed, and t he ^Howcars .should be 
licensed cw registered, and their act’ounts should he open to inspection and audit. If 
some such changes M^ere made, I think, there would l>e much difference in their 
dealings. 

7283. What has been your experience of the Dekkhau xXgiicultu lists Relief Act ? — 
The Dekkhan Agriculturists’ Relief Act does not make any provision for keeping accounts. 
When the ( reditor comes to the court, he says that the account has not been kept, though 
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in e he keepw the account. The court, therefore, decideti on the oral evidence of 

the creditor and hi« witnc^nes. The whole system must be regularised. 

7284. 1h it the practice for the mwmr to take a bond for twice the amount ? — There 
is no fixed Hysiein, but they take the bond for some more amount than Avhat is actually 
advanced. 

7285. In your statement, you refer to the relations of the Imperial Bank m ith the 
district central co-operative bank. W'hy have their relations been strained 'i — 1 do not 
know why, but I know that the relations liav^e been strained. They are now making 
the customers pay commission for cashing cheques drawn on the Broach Central 
Co-operative Bank. 

7280, What is the practice they arc following in Surat ? — In Surat they arc not 
charging *my commission. 

7287. Has the district bank Im^cii doing much of hnudi ))usine.ss ? — It docs. 

7288. Is there any trouble about remitting money through the treiwurv V — No. 

7280, Are you in favour of the abolition of the. hhiKfddri tenure altogether? — 
I think, it would be better if it i.s so done, but, I am afraid, they would oppose my 
suggestion . 

7290. Do you think there would beany opposition in ibo Broach district V — No. 

7291 . You say that the urban banks Vielp a good deal in developing the local business. 
Do they finance small traders ? — They do finam'e, but 1 he limit is small. 

7292. ( ‘an you not incr(5ase the limit ? — I have got the ]>\ e-laW amended and increased 
the limit to Ks, :C0<K). 

7295. In your statement , y«ni .sa.y : “ 'riieve are awards and li(|uidaf ors' orders pending 
execution before the (‘ollectf»r for the last four or five years V\ bat is the main reason 
for the delay in executing these <leen3es ? — The thing is, wlien tio' ma.tter is sent to the 
(V)Uector, the revenue oitu ers un<ler lum do not pay })arti( ular attention to th(‘ roeovery 
work at the time of the harvest season. 

7294. Do you think it w ould be l)etter if tbi.s work is transferred t(» the ( ‘o-operative 
Department V — 1 think it would be better if a special otlicer i.'< appointed. 

7295. Would the special officer be under the ( ‘o-oy>erative l)(‘})artrnent ‘C- lt does not 
matter much w'hether he is the Ofiic'er of the Co-opeiat i\ e or Ivevenin^ Ik'part im n1 , but 
ho wmuld do the special w ork, 

729b. Professor Kale: NOu say in your statiouenl that <‘o-operative institutions 
liave to stand in competition with other Hnaiicjng a.gencies. \\'hich arc thest* {inancing 
agencies ? — The Imperial Bank and the joint .stock banks. 

7297. Have they been competing with co-ojierati ve so(‘ieties -Yes. 

7298. Are you referring only to the Imperial Bank ? — ^'es. 

T29tk You ask for ( crtain speeial eonee.ssions with the idea that you may be able to 
do co-operative finance on more solid basis and eon.'^equent ly at a Ioav rate of interest ; 
and one of the eoncesflions you ask for is that income lax on (lovernment securities 
should not be charged at all. But under section 53 of the Act interest on Government 
secnritie.s is exempted from income-tax. Is it not ? — It i.s ; but no such notification is 
yet issued. This »» an additional concession w'e ask for. 

JRao Saheb Pranmllabhda^ Harimllabhdm Banatwala. 



215 


7^>0. Yo« that there is some (*o-ordiriation'^ Ixjtwoen Government and 

eQ-open\tiv(j »o<‘ietie8 for the purpose <»f iig! ieultural huance. Are you referring to 
iacaivi — Yes, tavravi is advaiu od through <*o*oj^>erative s(H-ieties ; and if (iovemment 
want to advance it direetiy, they take our permission. 

7*^01 , Is it given on ;i large scale in yonr distriet t How nuieli is given ? — I have no 
figures. Yhere are several villages where there are no eo-o}ieralive soeietio-s, where 
taccavi is given directly. But 1 know that iiicravi is distributed through co-operative 
soeioties in my lain La where there are societie.^. 

7ltd2. Mr. \'. h. Mehta : About tbe overdraft or easl» credit with the Tm}>erial Bank, 
you say that the arrangements have been refused by the Imperial Bank to the BroacVi 
( 'o-operaiive Bank on the ground that the credit given to it last yt\ir was only partially 
avniiled of. Is there any other ground, or is that the only ground V - 'that is tiie only 
ground. 

7303. You do not think that it is a sound enough argument V— No. I liave given my 
reasons f(U’ it . We are expecting all sorts i>f Indp from Government and M'ljen the 1 mporial 
Bank is HO far usiny t lie agriculturist.s' inoneA' in crores witltout ini<'rest, can ask 
such assistance from theim 

7304. Resides this system of normal ( redit and maximum crexlit statomonts, 

would you suggest any othe?- ( hange or any other rnetfiod to be adopted V -We 

are adopting those two stattunents pr(‘|>a.red by tlM-) ProviiKual Bank with a little 
m()difica,tion . 

730o, ^'<>u pTwlVr the re]>ea.l of tbe lihagdari and failing tliat an amendment to 

it ?-~Yes. 

7300. Will I here not be any difliculty from tin' administrative point of view in repealing 
either of (liese two A( ts V ) do not tiiink so. 

7307. Will there lie no ditbcully even from the legal point of view 'i — 'rhcro Will be 
some liirtieuli y in alioiisbing a hha<j. Perhaps the coiibout of the Uaujiiara will b(' 
nec'essctry. 

7308. For tbe<'ther nn*thod will it not be necessary' V - No, bei’ause the whole thing 
isallow'edto be kept intai-t. Von are only (excluding particular iuHtitutions from 
its elTect, and I herefore, tlu'fe sfiouhi be an ameiHirmuit or tlnire must be a Hectioii in 
the Go-operative Act. 

7.300. ( ':vn this not lie done by' any administrative action 't — No. 

7310. Mr. Demi: in your Avritten evidence vou say: “ His genenil idea is to see his 
own adv'antage tirst and the credit (‘onvenieiK-e to the agricnltiirist next. He carefully 
marks all the movements of the agricnltiirist and fails not to take the least advantage 
of his needs and financial helpk'ssness. Hi* makes the beneviilenl offer of prompt finance 
but die fa tea his own terms for repayment of t lie loan with an almost usurious rate of 
interest I want to know your views as regards the help given by the Imperial Bank 
to agriculturists in comparison with the soirrar.s ? — 'Bhe sowrar H position is entirely 
different. His general idea is to see to his ]>ersnnal interest first and to look to the 
interest of the agriculturist next, 

7311 . Is this not the same ideal with the 1 mperial Bank ?--Yhat is what we have been 
stating to the Gommittoe that so far as the Imperial Bank is concerned, as they have 
lots of money of agriculturists and are freelv using them, they might give ns some 
concession for the running of our banks. 
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7312. You Ray ; “ The Infporial Bank in financing the big merchant« and gin -owners 
against substantial s^x uritieM like Oovemment promissory notes, et<-. fe it not amount* 
ing to accommodating Oovemment itself by giving accommodation on the proroiRsorj’' 
notes ? — I do not think so. It is ac<'ommodating the traders and it is not accommodating 
the Oovemment. 

731. ‘b Do you not think that if this facility will be stopped, no one will be ready to 
buy tlic Oovemment prf>misHory notes ? — This is a far fetchwl idea. 8o far as 1 under- 
stand the whc»le position of the Imperial Bank, it does give loans against these 
Oovemment promissorv notes. Kven a co-operative bank (jr a joint stock bank can 
aclvance inoiiev against these notes. 

7314. Hut I am speaking about the Imperial Bank because it is the State Bank, and 
thei'efore, I want to know your vu;ws whether giving accommodation on Oovernmout 
promiHsory notes docs not amount to accxmimodating Government itself 1 am not 
prepai'od to a< ( (‘pt thi.s latter proposition. 

7.315. You say: '' Tn some cases the agriculturists sell their cotton to these persons 
at an unusual time l<»ng before the ( rop is ready at a very low price on condition to deliver 
a certain (piantity of <‘i»tton wlien it is ready to meet their < uiTent needs I want you 
to give me some illustration V - In the month of Karfak some agrit ultnrists require 
money and they go to 3’he Moircar-^ tell them unless you sell your cott<*n to us 

just n<»w at the rate of Hs. 5 jier dhadi w'e cannot advance any loan to you.’* 
Natu!“a.lly the agri< u!liiriMts s(dl it actually to the traders or to the village money-lenders ; 
and in the season tliev. jvs noU'UgriculturiHts, sell that cotton to traders and rwUise the 
l>e.st price. 

7;U(). Arc not your societies satisfying their i\eeds -1 am not talking f)f those wlio 
are mentbers of coojKMutive societies. 

7317. You say. The Imporial Bank is after all a shareholders’ concern having non- 
Indiaiis as nu^st of its directors and high officers and it may think of making a good earning 

for itself, l)ut it should also materially help in the general development of the country’s 
trade an<l linanco tlu'ough the co-operative societies when they have got the privilege of 
freely using the Ooveniraont money in al>undaiico without ]>aymenl of any interest.” 
What are your suggestions V — In the previous paragraph 1 have stated tlie diificulties 
with vvhich We are besot on account of their refusing to give an overdraft and c barging 
commi.ssion on choqvies. As an answer to this paragraph T have said that the Imperial 
BiWik are using (to\ erument money free of interest, and therefore, tliey must also give 
US some concessions. 

7318. What kind of t onstitution do you wajit — I am not suggesting any 
constitution. 

73 Uh 1 want to Iviiow your views regarding the future constitution of the Imperial 
Bank ? — 1 am not prc'pared to answer this question. It is not my study and I ( aniiot 
tell you anything Jibout it . 

7320. i want to know from you what remunerations have been rweived by 
the honorary' workers in the societies other than the agriculturists ? — I do not think 
that anybody is getting anything except some managing direitors of certain 
urban banks. 

Jtao Sahel rranvallabhda^^ J/arimUabhdm Banaiv'ftla* 
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7321. the Chairman : About tlie overdraft propoaod from the Imperial Bank I find 
that the Imperial Bank has already given you an overdraft of Rb. 1,3(),000 ? — was 
given to last year, and we have drawn Rs, 51, (MX). 

7322. StiU yon want a further advance overdraft of Ks. ? — Yes, for fluid 

resources. 

7323. You had a margin of nearly Rs. 75,0(X> ? — Yet we want it . The Imperial Bank 
must co-operate and share to a certain extent the difiiculties of the co-operative b^xnk. 
It may be that during the last year I was not in a |)ositioji to utilize it, but this year 
I may be in a position to utilize it. 

7324. But still if you do not use one half of what you have been given, to ask for 
more again would not be desirable ?— Thi.s year we feel that perhaps we will require 
greater fluid resources. 

7325. 1 think there is something in their argument that they cannot provide all the 
fluid resources you require ? — Is it an argument that at all time all their ovordraft/S 
should be utilized ? They ought to have given us a second opportunity of seeing ^vha t 
w'C are doing this year and then tlio whole question would have been thrashed out. 

(The witness withdrew.) 

The CornmiUee then adjourned till 11 a.m. on Saturday^ the. 23rd Noveinber 1929, 
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Saturday, November 23rd, 1929. 
BROACH. 


Present : 

Mr. J. A. Madan, C.I.E., I.C.S. (Chairnian\ 


Mr. H. V, Desai. 
Professor V. G. Kale. 


Mr. B. S. Kamat. 
Mr. V. L. Mehta. 


Mr. R. P. Masani (Secrekiry). 


Sardar Bhasaheb RAISINHJI, M.L.C., Thakor of Kerwada. 

Replies to the Questionnaire. 

Question 1.— (a) ITndor the pre.sent circumstanceR to a certain extent co-operative 
societies linance the agriculturists and in their absence the local money-lender and private 
landlords lend money for necessary expeiLses and maintenance of agriculturists during 
cultivation. 

{b) Although there is much room for improvement and development of agriculture as 
one of the leading industries, at present there is very little outlay for that in this 
district. 

(r) In the event of failure of monsoon, the agriculturists have to fall back upon the 
State aid, taccavi loans and other relief works. They have no sustaining power to 
withstand a single loan yemr. 

Intekes']'. — It varies very much a.s it is dependent on tlie condition and class of people 
and locality. It may be from 1 5 to 20 per cent. 

Government Imperial Bank. — Imperial Bank's activities in this direction are not 
extended to the agriculturist as a class with exceptions of a ftiw big landlords. It is not 
yet popular With tbe agriculturist. 

Joint Stock Banks.--AT7. 

Question 2. — Profes.sional Money-lenders. — In view of the rail service and 
feeder roads, I think there is every prospect of successfully forming pools and 
organi/.ations of co-operative efforts for placing before the market agricultural products. 
My experience of the district shows that the agriciiltuiist has to sell his produce, at 
heavy loss, to the local broker or middleman — in absence of such organizations — or 
he is forced to go, at a heavy loss again, to the district headquarters which is the only 
marketing place in the district. 

As for the licensed warehouse, I am in favour of it, but Goveniment assistance would 
be essential in the beginning and for some years. 

Question 3. — The value of land varies in different parts of districts. This is 
essentially a cotton growing district with exceptions of the tf*act running parallel 
to the sea coast and the extreme north part of the district. Price per acre in the 
/mra tract would be about Rs. 50 and black soil Would bo up to Rs, 500, 

Sardar Bha^^aheb Jlaisinhji. 
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QitkrtioK 4. — Yes, (1) The Bha^dari and Narvadari Ai ts which are the predomina- 
ting tenures in this district require to bo modified in their relation to the dealing with 
the land mortgage bank. Section K. Jll of the Talnkdart Act requires to l)e modified, 
bvft 80 far as these toliikdari estates are concerned a. specnal provision is to he inad<; 1(» 
provide safeguards against the land l>eing disintegrated Jind passing away into t lu' 
hands of non-t/ihikdnrs. So if facilities are given to borrow money inter se it would 
not be necessary to make any alternations in the existing law. as suggested hy 
Mr. Hobortson, late of the Bombay I.C.S. 

(ct) The present policy and rules regulating the dealings of the hind mortaage bank 
will not only fail in their aims but it would not be. a1tracti\ c, l)ccaus(- it involve: 
publicity of the assets of the, borrower which is so ohjet tionalde to any businessman 
or landlord and so the margin of 50 per cent, is really n j^^reat draw'hack. In (hi- 
connection I would suggest two kinds of land mortgage institutions or hanks : - 
(1) line for large landlords for long < redit, practically in the liin> suggested by 
Sir Nicholson, late of the Madras ('ivil Servic'e, who made study of tlic subject in Madras 
and borrowed his ideas largely from most advanced coinitries like llerinany, France, 
Italy, etc. (2) Second kind of the land mortgage institutions of the similar type more 
in number — to supply the need of small agrieultnrists. 

f should, however, like to deal with tln^ most irnp<utant factor vshieh w^ould not only 
simplify the work a.nd dealings with agrieulturist hut would f*erla,inly do aWay wdth the 
50 per cent, margin. Tin* land laurk will I’equirc ad it.s initiation many safeguards and 
linaricial aid of ( Jovernmeut and 1 would rej)eatedly hut emphatically suggest to effect 
much greater iinprovement. ijr the Bec^ord t.f Rights ami Settlement Register in ease 
of taluhd/iri lands. 

As in some advain ed countrie.s. all wanting to raise a kjan against the .seeuvities of 
their lands, not only siiould produce an extract from the Record td Rights or SettUnnent 
Register, but should also submit a statement on oath as to the validity of the document. 
The question is of very great importance to the successful working of the b^nk. It is 
important' that for the sake of sentiment we cannot enforce business moralit5n f kartt 
strong On this point, and I believe that, if such rules are adopted by legislation' as it is 
done in the case of incr>mc-t;rx forms wdren being lilleil u]), tin' wdndc macliinery will 
work smoothly and (‘fhciently. 

(h) (c) Ye-s. 

Working capital of tlie proposed mortgage bank fi'oin deposit, {h) Fund from the 
central bank and debentures. 

Yos. (iovernment guarantee a.b.solutelv nece.ssary. 

The above precaution-s regarding the liringing up of the Record of Rights anfl Settle- 
ment Registers coupled with iutrodur'tion of eorrcsei abstract from Jteeord of Rights w'ith 
the form signed on atbrmatif)n or a certiheate from tlie village after veririea- 

tion w^ould be sufbeient safeguard against a Ixigus demand. For instance, societies 
know'll as nklhis in the Madras Presidency are succe.ssful and prospr^rous just in so far 
as they deal with purely loea! clients. The invariable an.sw(*r as to the security 
of loans is the credit of the borrower and directors knowing and trusting them. 
Proximity involving knowiedge of local conditions and borrower is a great a.sset 
and credit. 
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In c oncludiag my lemArkw about land bank, 1 would suggeat that the subject of co- 
operative credit society has the bearing on the same subject so close that you cannot 
touch one without touching the other, but care should be taken that their activities do 
not overlap each other. 

There is lot of room for improvement in the Co-operative Movement the working of 
which has not proved very successful in some districts. The Royal Commission after 
very exhaustive inquir}" into the working, defects and advantages of the Co-operative 
Movement in this country advocat-es in its report, paragraph 382, page 463, that as there 
18 already a provision in the existing Co-operative Act for the land mortgage credit, 
land banks should be organized under these acts, and in the subsequent paragraph the 
report refers to the (^»overnment assistance in the earlier stAges. It also suggests 
methods for raising loans by floatation of debentures (vide section 20 of the Indian 
Trust Act, 1882). ^ 

J>ealing with the Co-operative Movement, I am firmly of opinion based on the facts 
that have come to my notice, that the Co-operative Movement with its original aim and 
object would have done immense good and solved financial problem of the agriculturists 
if it Was not retarted in the progress by defective working by irresponsible persons in 
some cases. The agency of non-official workers did include in its fold sense, hard- 
working, honest and zealous persons of great abilities and their work cannot be 
under-estimated, but in some cases their work is eclipsed by reckless investments, 
irrecoverable dues leading the Hocietv into liquidation. Many have gone into 
liquidation and it proves my statement. 

Guarantee would enable the land bank to issue debentures. 

Question 7. — The Dokkhau Agriculturists' Relief Act, though failed in some 
aspects, and though cases may be traced in which attempt may have been made, 
successfully or otherwise, to circumvent its pro\ isions, has been of interest. I would 
not modify it now. 

II^DIOEITOUS BAifKiNO.—I am in favour of Money-lenders' BiU ; so far as the industry 
is concerned it is essential to restore the credit of the agriculturist, for the rgoney would 
beneceaaary both for intensh^e or extensive agriculturist. Facilities provided by the 
Government for financing the agriculturist must necessarily be a slow moving machinery 
and it is only up to the local money-lending institutions, and agriculturist must look 
for his immediate and off and on requirements. 

1 have nothing to say further on this subject. 

SECTION 1(1. 

Due to prevailing illiteracy amongst the masses the idea of investment beyond that in 
ornaments or land is foreign to them and consequently the effect of the influence of 
co-operative societies, bank t)r insurance companies is nil. 

Question 2. — Postal cash certificates are not very popiilar, but if they are to bear 
sufficient interest, they may attract small investments. 

Question jl. — Jt may be easier to obtain from the talnka office than through the 
hanks. 

Question 4. —I do not see any material change affected by abolishing the stamp duty 
on cheque, .so far as the agriculturists are concerned. 

Safduf Bkamkeh Raismhji. 
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QrBSTiOif 5. — Yen. It ig difficult to answer the latt<er part, as to the rontribuiory 
causes, but in all cases masses are not verv adaptable to the new conditions or take t<i 
the new institutions. They have rooted suspicion as regards safety of investment in 
anything else except gold or land. Education alone could cur© this. 

QttEvSTIOn’ 6. — f have no means to judge the result of proj)agandA work in connection 
with the co-operative work and hence no opinion to oiTer. 

As far as opening of branches of the Imperial Bank of India goes, it may be giving 
facilities to buyers rather than growers. 

In conclusion I shall like to place before the Committee my humble view on one or two 
vital points on which depends the solution of the most important question of tinancial 
help to improve the lot of the agriculturist and to develop agriculture as a great industry : 

(a) First is that the co-operative society must secure in the first instance workers who 
are proper persons, those who can discharge their function with due care and in the 
interest of the agriculturist. Framers of Co-operative {Societies Act arc highly educatt'fl 
people and full of high notions of democratic principles, but the working of the Act falls 
to the lot of those who, with some brilliani exceptions, are generally not in level 
with the framers. 

(ii) The people for whose benefit all tliut is done belong to the lot which as a class 
has no chance of broadening their angle of vision for want of education, as found by 
the Oakden Committee. 

{Hi) Even those of the useful and brilliant people who have contributed to the success 
by working in some parts of the Co-operative Movement frequently belong to one 
profession or other nndlicn<*o they <’annot fully devote their time to the management of 
land bank or such other public institution and hence need of qualified staff and official 
co-operation should be an iiiclispensahle feature, in the beginning, if the Movement is 
to succeed in its object. 

Oral Evidence. 

732b. Chairman : Tbakoreeaheb, yoy are a big talukdar here I am one 

of the talukdar s. 

7327. Ill the case of lands held in talukdari villages, can the cultivators mortgage 
their lands ? — No. 

7328. Can they sell the lands w ithout the consent of the talukdar^ ? — No. They are 
tenants-at-will. 

7329. In the case of ialukddrsihevaneXven, can they also not sell without the sanction 

of Government ? — No. • 

7330. Where do their tenants get finaiu e from ? — They get finance from talukdar^ 
as well as from petty money-lenders. 

7331. The rate of interest must be very high ‘i — Yes. It varies in each district. 

7332. Is it the usual practice for talukdars to finance their tenaniB ’—On account of 
this restriction, those tenants who have no credit either borrow from (lovernment or from 
societies and the talukdar.^ stand surety for them. 

‘ 7333. Oo you have the Iduiydo) i tenure in tatukdnri villages ? — No. 

7334. So far as smaller talukdar.^ are concerned, do they not require money for cultiva- 
tion purposes ?— They do require money for cultivation purposes. 
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VVh«ro do they get money from ? — They get from soeietiof^. 

Do they obtain Hnanee from Howcartt ’—But they ( annot mortgage their lands. 
In some distrirts, leaving aside the question of legality or otherwine, they do mortgage 
their lands in some easoe. 

7,‘h*J7. But if a land < aiiju)t bo alienated, how ( an a J^hroff give a loan on that 
Mofiirity ? — The (ihrojf gives them petty loans. 

7T18. But for big loans for land improvement or for some sueh thing, there is no other 
alternative left but to obtain the Hanetion of (Jovernment ? — Yes. 

7.‘h*h). You must be remembering that there was an idea fd starting a l»<ank for all 
talnkdurff ‘t — Yes. 

7dBh I want to kn<iw whether you want a bank for all inluhiarfi or for only 
ialukdfirs in a particular <listrict ? — For the whole district it will be useful, provided 
as J have said in my answer that there must he some modification of {Section F. 31 of the 
Taliikdari Act. 

7341 . You want land to pass from one tainkdnr to another only in the same family ? — 
if this can he done, so far so good. There was an idea of Mr. Kohertson also that the 
land would be retained in the same class if not in the same fsinily. 

7342. Would you mind, for instauee, if in the case of a falvkrUtri hank 
permission is given to sell the land to another talukdar ’—There is one difficulty. I speak 
from the horrower’s point of view. If you ptit a restriction on the borrower that he can 
sell or mortgage his land to only one particular class of peoy>le, he will not have the benefit 
of getting money at a lou'er rate of interest. How can we overcome this difficulty ? 

7343. Would they object tr> the land being sold to other talukdara V — 1 do not think 
t hat there will be any objection if it is sold to tnlukdars. 

7344. But the law' will have to be modified. T'lie question is wljetlier sucfi a modifi- 
cation will receive the approval of ialnkdnrft themselves in their own interest ? — 1 have 
my own doubts about it because of jealousy and such other things. 1 think that is our 
tendency. 

7345. From a purely economic point of view, this will be a good idea V — Yoe. If you 
wapt to maintam*the estate in tact and improve the credit, this is the best thing. 

7346. As regards their tenants what can be done ’ — If ialukdars take an interest, they 
l aii he helped. We must bciar in mind that ialukdars are in a sense big landlords whose 
estates arc governed by the law of primogeniture. There are about 10 or 20 such 
t(ilukMr,*f and the rest form the category t>f cultivators. 

7347. Have they got full right to alienate ? — No. 

734S. Han they not sell their lands without the consent of Hoverument V — No. 

7349. Are these tenants in l)ig estates often changed ‘'~>No. They are not ebangerl 
frequently, though they are tenants -at -will, M’he right is there, but usually they cultivate 
the same land and they have a certain amount of interest in the land and in tahikdars. 
'Phe interestis reciprocal. 

7350. If co-operative .stx'ieties are* started by the Udukdars' tenanta and if ^ialnkdar 
l>ecomes a member, would it not be an advantage to tbe tenants ? — It is a very desirable 
thing. 

7351. Have any such societie.s been formed in other district ? — In A rood there is a 
society. In Kanjri there is such a society. Also in Wada and Ranipura there ar© 
societies. 

Sardar Bluimhrh liaisinhji^ 
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7352. Ill your statement you Hay that very little money i« spent in this district 
for land iiuprovement ?- *l wo\ild say that nothinsr is spent to improve the land. 

7353. Is there no room for sueh improvement V - 'I’here is no incentive for it. 

7354. It is not the deticiency of finance that comes in the way V —1 do not think so. 

73j»5. Do you say that there is plenty of room for land improvement and if more 
propaganda i'^ done people would in for land improvement ? - Yes. 1 honestly believe 
that lands ('ould. he improved and th<' yield can be in('n*ased if proper cart' is taken tor 
manuring, etc. 

7,35t). Is there no necessity for peimaneut improvement siu li as levelling anti 
bunding ? — In some cases there is the necessity for drainage cliannel, because of 
water-logging. 

7357. Is it in the ham tract V -It is in Amod. • 

7355. In fidra tract 1 understand there is one pn>ject franu'd by Government V \'es ; 
but jieople on account <»f ignorance iind want of ediu ation do not go in lor land 
improvement. 

735^. If tUHiple arc educated, they will Avant long-term tinanre foi land improve- 
ments V - \'e^. 

73<i(k W ill this be easily available in tliis district or a provision will have to be made 
for it V "til I ourst*. this district has no possibility of irngal ion, but they v\ai\t loauE lor 
a fair)) long period. 

T.Uil. tot what t< rm would tliey lequire tliein ? - I would savfrom 5 to Itt yt‘ar'^. 

73(»2. If su<'h people hegijx to take an iiUeii^st in nut li improvements will larairi 
lie the best sourci' for tbein or would you get tinam e from other Koim*es UlliiM' 
sources, 

7353. Or would v'ou favour a land mortgage bank ? -I am in favour of a land 
mortgage bank. 

73t>4, \\ bich would ) ou prefer ? — 1 would prefer a land mortgage bank, because tliore 
is difhcult;) ill the taa'uri system, J have given a standing order in my estate that nobody 
should Hufter for w^ant of Ks. 5 or Ks. It) and that he should be paid immediately. The 
idccatu system is such that it will take a long time to get moiiev ami they do uot get 
money in time, not to speak of so many bifurcations in the meaiiliuic, 

73C5. You state that the rate of interest chargcMl is from 15 to 25 per l enl ?• - 1 have 
given a rough idea. 

7355. We are told that agriculturists of goodi iedit in (iiijiu’at get monev at 5 per 
cent? — ti per c(mt. is the bank’s charge. l^suaiJy they secure at annas Iw'clve per cent, 
per month on good security such a.s gold ornaments. 

7357. You say that the Imperial Bank advances imly to a few big landlords ?- 

1 thought your question meant whether the Jiiiponal Hank gives any help to bouu Jidc 
Cultivators, i say that they do not get any help from the Imperial Hank. 

7358. Do they indirectly help the agriculturists by fmanciiig their produi e when it 
is ready ?— -No, I w'ill not class them as houa jide agriculturists 

7355. About marketing the produce, you say that your experience is that an 
agriculturist sells it to a local broker or to a middleman at heavy loss, is that f o ? — Yes. 
He meets vvith a loss of It) to 15 per cent. 
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7370. Why doe*» he not bring it to the market ? — Ib that due to indifference on 
hi« part ? — For example the Vagra taluka villageg are on the border line of khar 
land, ’rhey are very good villages for wheat produce. Suppose the price here is 
Kfl. 48 pr Re. 60 ; a man from here goes there and buys it for Rs. 35, so they lose about 
Re. 20 per bighfi. 

7371 . Is there a good road from here to Vagra ? — No. 

7372. Suppose a man has only one cartload of cotton, he would probably try to sell 
it in his village, would he not V — No. "Fhe difficulty is this. If 1 send my cotton to a 
ginning factorj^ at Broach What the gin -owner says is that the cotton is bad, and 
therefore, he pays me 10 or 15 per cent. less. 

7373. Is there competition amongst the buyers in Broach District or is it bought 
only by the gin-owners V— It is mostly bought by the gin-owners and brokers who are 
the agents of Kalli Brothers and other Japanese firiiks. 

7374. If a man brings cotton from Kerwada or from Broach, does he go to any 
marketer does he take it to the gin ? — Generally he goes to a gin-owner. He cannot 
have any direct dealings. He must go to some broker or to gin -owner. 

7376. Are there any other merchants here who buy the cotton besides the brokers 
and gin -owners ? — I do not know. 

7376. Is most of the cotton bought by brokers and gin -owners ? — It is purchased by 
outside people also. 

7377. There is no marketing ? — No. 

7378. If there is a market and there are sufficient merchants to compete, the agricul- 
turists will not suffer ? — And also if there is some bureau which ( an get information and 
latest quotation from Bombay, the agriculturists will not suffer. 

7379. Is most of the cotton purchased by foreign firms ? — I believe so. 

7380. You say : “ Mortgage bank will not only fail in their aims but it would not 
be attractive because it involves publicity of the assets of the borrower which is so 
objectionable to any businessman or landlord and so the margin of 50 per cent, is 
really a great drawback Do you not like publicity of the assets of a borrower ?— No. 
My impression is that there is a sort of jahirnayna published which is objected to by the 
people. And also the margin they are having is very big. They keep half. I wnil 
confine this remark to Broach where the land fetches more price. 

7381. You say : “ 1 emphatically suggest to effect much greater improvement in the 
Record of Rights and Settlement Register in case of ialukdari lands ”? — I have suggested 
this because a lot of trouble will be saved. Our Diwan Bahadur Malji knows the value 
of land in Broach, As I have suggested in my statement, I repeat again that a correct 
abstract from the Re(K>rd of Rights with the form signed on affirmation or a certificate 
from the village pancHayat after verification would be a sufficient safeguard against a 
bogus demand. I have read, as in some advanced countries, ail wanting to raise a 
loan against the securities of their lands, not only should produce an extract from the 
Record of Rights or Settlement Register, but .should also submit a statement on oath as 
to the validity of the document. I w'ould not mind such rules being imposed. I would 
go to the length of .saying that one should be punished if he makes a false declaration. 

7382. Speaking about the Co-operative Movement you say that money has been 
advanced to pei'sons to whom it should not have been advanced Y — Yes, 

f^ardur Bhamheb Bauinkp, 
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7383. Do you think that in the Bara tract where the conditions of agriculturists are 
not favourable, it is safe for co-operative societies to advance money They need money 
more than anybody else, 

7384. Are they in a position to repay ? — If money is cautiously advanced, they will 
repay. The condition in the Bara tract is different. Kvery year is not a good year. 
Every alternate year is a good year. 8o if a nuirgin is made for it and money advanced 
they can repay it. They need money now. 

7385. But the problem is that they must be borrowing from souH'urs also V — The 
jfOivc.ars are ousted. On account of the Dekkhaii Agriculturists’ Relief Act the cro<lit 
of agriculturists has been destroyed. 

738ti. Would you say that in the other districts also sinrcnrf< are ousted on account of 
eo-operativo societies ? — I will not make this statcnicnt . 1 mean tliat they have stopped 

their dt^alings. Thoir dealings are now in a limited circle. 

7387. If agriculturists in this district have surplus, wliere do iiiey usually kec}) it ? D(» 
they keep it in postal savings banks or do tlioy invest it in postal cash certiheates V — They 
might be investing in .stKielios. 

7388. Do they not keep their .suryilus in postal savings banks ? — 1 bavo no information 
about it. 

7389. It has been said by one witness hero that tlio Bara cultivators bavi? bt^gaii t<* 
invest in cash cm’titicatos. Do you lliink that it is a. fact V — la . Iambus, vr it may bt' so 
be<'ause they are more advanced. 

7390. But in the tract roiuid about your.s dt« they buy cash ccrtilicates ? — No, it is 

not a popuhir investment. ^ 

7391. If facilities are given or if po.st otlices ar<' snbst ant ia lly increased in numbor, 
do you think that it will lead cultivators to keep their itioucy in thes<^ postal savings 
banks V—1 think 75 percent, wotihinot go in for postal .savings banks. They arc 
very cojiHcrv^ative. There is want of (shmalion in them. 3'hey invest in land because 
it is very paying to them. 

7392. What interest does investment in laud pay ?- 1 c.annot tell you this. By direct 
cultivation an agriculturist gets more than b\ leasing it. Here the rents are not 
Comparatively very high compared w'itb the price, of the land. I’lie rent varies. At 
Ajwas it i.s about R.s. 30 or 40 per acre. 

7393. What would bo the price of cotton grown in an uf re — Ks, 200. 'Jake h<na 
land. Its rent is about Rs. (>5 per acre. 

7394. What is the as.sessment ? — It is more than Rs. 30. It is very liigli. 

7395. Brofessor Kale : In lalukdari e.sUrtes are there any occupancj'' tenants ? — Nbc 
In none of these estates there are occupancy tenants in the Northern Division. ‘ 

7.390. Is the majority of them tenants -at-will ? — Yes. 

7397. What do j^-ou propose to do to finance these tiuiants ? -74)ey must join 
societies. 

7398. But societies will need some Heenritv, will they not '(—- Tahikdar.s can be taken 
as securities. 

7399. Would they be willing to do so ? — I think in one or two cases they will b© willing 
to do 80 if matters are explained to them. They will easily take to it because they find 
more than anybody else the financing diflBculty. 

110 Y 83 — 29 



226 


7400. With regard to pofttal cash certificates you say : Postal cash certificates are 
not very popular, but if they are to bear sufficient interest, they may attract small invest* 
ments.’* We have alrimdy received a complaint that the rate of interest on postal cash 
certificates is already too high and these certificates arec()mp<dingw ith the local money- 
leaders ? — This is the complaint made from tlie money-lenders’ point of view. 

7401. And if those cash certificates are made more popular then the money in the 
lo<iality will go out. It will not be available in the locality for being used. Is there not 
this danger ? — There is this danger. 

7402. The co-operative societies also will not get money locally ? — No. 

7402. Bo you not think that before co-op(*rative sfxieties become successful, 
a campaign of education is absolutely necessary ? — Yes. 

7404. Otherwise all our efiorls in the direction of finance will bo of no avail, fs this 
your firm opinion 1 — Yes. 

7405. Mr, V. L. Mehta : You aoera to suggest that in co-operative societies some 
undesirables have got into the managing committees. Hom would you remove these 
irresponsible men from getting into the managing committet* of a local society. Yon 
W'ould have a local managing comnut.te<^ elex.ted by the general body, would you rod 
have ? — Yes. But the society should hav(i i>aid and w*ell-qualifie<i staff to work. 

7400. But Would you like to change the constitution of tlie societios ? — No. 

7407. And for the members of committees \V(>\jl(l yon, as you sai<l in reply to 
Professor Kale, provide education on co-o])erativc principles ? — Yes. 

7408. Is very little being done to promote land improvement in tliis district ? — 
Nothing is spent for land improvement. 

7409. You also said that you W'oukl like to ha ve some propaganda and gome education 
wv)rk being carried out in respect of land improvement . Do you Avant Govomment to 
take up this kiatl of w^ork or do you want the District Local Board to take up this kind 
of work ? — -At first the initiation should come from Oovernment by appointing a gtafl. 

74 ig. Do you think that the District Local Board chulcl interest itself in ibis kind of 
w ork ? — Yes. 

7411. Have you any taluJca development association here ? — I do not know. 

7412. Nor are there any agricultural asst>ciations ? — J do not find them licrc. 

7413. While dealing with a land mortgage bank, do you think tliat Avithout some 
measure of publicity it ill be possible for the bank to get reliable informs t ion nbotil tlie 
assets of the borrower ? — I have already said that the party must declare the facts on 
oath. Besides, if w^e have a y ilhige pmichaf/at, and a ( ortificate can be obtainCHl from 
them, that will do. 

7414. * Would yon like to avoid publicity as far as possible ? — Yes, and the delay. 

7415. What is the usual margin kept by Government w hen it gives out taccavi for 
land improvement ? Is it one-third ? — There is no lending of this type, to my know ledge, 
against landed security. 

74Ui. Mr, Kamat : You said that people invest in land for cotton growing if they 
have surplus ?~~Yes. 

7417. And cotton pays a very handsome return. I find that there w as an enquiry 
made in a A^illage called Allader in the Vagra taJvhi through the Bombay Provincial 
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Co-operative Institute and detailed enc|uine.<; ^sho^v that the profit from eottoii per acre 
is not so much as you just now told us. Allader is a tv'pical had village as against a 
typical good village* As a matter of fact this tract is not jtieant for cotton. This in- 
vestigator says that the cost of production per acre is about Es, and the value of the 
cotton (Top eanicd would be about Es. 27 thus leaving a net margin of E.s. 3*10 7 — In 
this village the fields are not capable of yielding more than 3 dhndis of c^ottou. They 
got Rs. 7 or Es. 8 per clhadL 

7418. In this village would Es. 3-10 as net profit f(w acre he a reasonable estimate ? — 
This is the lowest figure 11101 * 0 . 

7419. About marketing, is it intended to have a market here under the Cotton 
Markets Act ? — If it is orgaui^icd, it is well and good. 

7420. Probably there is no demand from the pulilic V — Here if some ineeuf iv(> is given 
to it, then the people will take to it. 

7421. But if oven in Ldd towns there are markets f(>r hay in backw'avd tracts, how 
is it that a plac e like Broach has n(» market during the last 40 or 50 years, wlion if there 
had been a market probably the cultivators would liave beuetited i may say that so 
far as Broa('l) is concerned, the idea of ma.rketing was there so far back as 1912 or 1913, 
but hejro, as 1 said, all initiation must come from the ollieials. As it was not forth- 
coming then, the idea of a marked was dropped in 1913. 

7422. How many ginneries ha\ e ( t)nie into exisEmce here ? — More tliaii 25 gins have 
come into exfl^tence in this district . There are 1 1 gins in Palej and 3 or 4 are her(\ 

7423. Has the class of gin-ctwners made a fuariy large profit so far as public estimate 
goes ? — T cannot tell you this. 

7424. I want to know whether these people have made profits at. the expense 
of cultivators because there is no market here ? — They must bo taking an undue 
advantage. 

7425. Which would otherwise go ordinarily into the hands of (’ultivators ? — Yes. 

7426. As a lalukdar c ould you toll me whether certain swondar^^ oc ('upations could bo 
introduced by taliikdars as a class in their estates, say, for insbince, chiiry -farming or 
poultry keeping V—1 have thought about poultry keeping but there is no demand from 
the public. Hero tlio difiiculiy does not arise about finance but the difiiculty is 
about the ignorance of the ]KM)ple. For instance, if a farmer keeps a bullock 
costing Rs. 15, and if a better breed of bullcK k costs about Ks. 30, ho is not j)repared to 
spend Rs. 30. 

7427. About the Record of Rights, you say that the affirmation on oath shotuld he 
final ? — Yes. 

7428. Do you mean to say that a man when he }>assos a mortgage deed should bo 
orirainally liable if he makes a wrong sOirtemout ? — 1 say in the same way as you have in 
the case of income-tax. 

7420. There the Act itself lays down that a man who makes a false declaration about 
his income is criminally liable ? — 1 would make it so hero also. 

7430. In the case of mortgage deewis there is the usual covenant regarding encum- 
brancos and if the party does not fulfil it, there is only civil litigation. l)o you want 
that tlie liability should be a criminal liability ? — I find that there is dismclination on 
our part to enforce this. 
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74.‘II. Would thiH sort of (jrimiiial ImbiUty be approved generally ? — 'Kierefore I eay 
becauKe of thevSontimoiit wo have to wait, 

7432. There Would be? another complication in this countr^^ under the Hindu law 
which is complicated : the man who thinks that a particular piece of land belongs to him 
may think m bonu fi'le. without any dispute, and on the strength of this plea w'ould make a 
statement on oath. SuppoHing another claimant arises and there is a genuine law point 
in favour of this new claimant, the man who made the declaration might be held up 
criminally liable although he had no int(jntion to do any wrong thing V — 1 would make 
the bank charge to come next to the (iovernment du(?. In certain matters we are 
govornorl so much by sentiment than common sense. 

74i]3. Mr, Demi : The ( ■entni.l (!otton (’ommittce Report says that tlie interest 
cliargcd by mwears \ario.s between 1) and 12 per <'ent. in Middle (Jujarat, It further says 
“ The mwears were tlic cult i valors' chief iinaiu iers, being responsible for 65 per cent, of 
the advances given.. The interest charges were very nioderate, rarely ever excctxling 12 
p<?r cent, and in most cases l)cing only 6^ |»er cent, which was the rate charged by co- 
operative Hocioties At another pi'u'o the Report says*^* As long as money is obtainable 
at a cheap rate from smvcar.'i tlierc seems to be little wcftpe for the spread of the c‘o-opcrativo 
credit movement And iji your statement y<ni admit “ I am firmly of opinion based 
on the facts t hat ha.v(? <-otnc to my not ice t hat tiic ( O-operative Movement with its original 
aim and object wcmld have clone immemse good and .solved tinancial problems of the 
agriculturists, if it was not icdavdcd in the pn'gress by defective working by irresponsible' 
persons in some cases." Furtiicr the Central ('ott<»n Committee? Hepeirt says that 
65 p(?r coni, of the? advanee?s are made? by Ao/rwr.v, Now .assuming that if mwears 
would bo organizerl and sonu* f^M-ililies given to the.?in as are being given to co-operative 
Boeieties regaTding the lefoveries a,nd supply of money also, do you not think that 
they are in a liot ter posit ion to hnauce? agricxdt urisls and would be more lielpful in 
coinpariHon with all the othe*r agenecies ?- It is a very eliffie ult (|iH?stion to Answer 
at/ once. It is .a very wide qut'Stion. 1 am in favour ed having some act by which 
the nvoTiey-lendcrs siiouhl be' registereel. 'Vherc should bo no intcrfcrcuce wdth their 
fair eieealijigs. Their accounts should be? kept opem to inspection by a Gov<?nimcni 
oftice'r or bv' co-o[»e?nitive .societi<?s. I .sh\ that bee-auso of other sister institutions the 
snurar ha.s lead to lower his rate' of inieroai to-day. 5’hp fiottrars take an undue advantage 
of the igiioram e of tlie fieople in Hcvcral e ases. 1 wouUi allow their business to remain 
provided they agrt'o to be registered : otherwise I would be against giving them any 
facility. 

7434. in that evase will ye)U not compare tlm securities ofTered to them and as Well as 
to ceooperativo societies ami re?('onsider your a ie'v's ? — This is a very difficult 
questidn to answer. Tliero is a provision now to recover his debt. 1 would not give an 
individual any facility. If mirear^ organize themselves, some facility can bo given to 
them. 1 would not create an institution which will go to mar our object. 1 mean a 
mirenr is after all an individual w'hereas a co-operative society is a body. Our Co-opera- 
tive Movement has an educative value. 

7435. { 'an you suggest any means a.s to how to organize the sowcars ? — ^First by Rome 
enactineut it eafi be done. 

7436. Will you give us some ideas ? — have not thought of it. 

(The witness Withdrew.) 


Sardar Jikasaheb Jiaietinkju 



22d 


Mr. MOHANLAL ISHWARDAS MEHTA, Broach. 

Memxyi'midum on business methods of shroffs of Broach. 

% 

Formerly the following firms shroffs existed in Broach : — 

1. Parma nanddas Bhaijibhai. 

2. Bhagoobhai Pranvalabhdas. 

3. Parikh Amritlal Mohan la 1. 

4. I’arekh Desaibhai IJadabbai. 

3. Parekh Gullabbhai Narotamdas. 

0. Damodardas Tulsidas. 

7. Bhaktidas Bhagwandas. 

8. Ranclihoddas Haribhai. 

The alM»vc-mentioued firms w ('re old oio'S. Then' wc'ie no partners in these firms, 
but each had their own individual firm. Th(*re were other small tirjns also. In those 
days, be., about forty yeaiK ago, the eonditions were very gotal ; and the middh* ( lass 
shroffs and merchants could take advantage of these tirms. No one used to deal witfi 
banks in those days ; and the shroff^i used to get mone^' at a very l(»w I'ate of intere.st ; 
and no interest was paid in the inonscaui. 

Ginning factory o^;^ ners also u-ed to keep tlieir inoiny as di^|>osits with t he shrojfs ; 
and middle class people al.so used to deal with the shroffs. The lirnis of shroffs 
closed as th(^ merchants failt'd on account of losses. 

The firm of Mr. PaimauanddavS jtluiijihhai was an old <uie and it was contiiivK'd in 
tlw same name by his suecessoiH and managers after his d<'ath. Tlu? lirm was wound 
up about thirty years ago. 

The firm of Mr. Bhagoobhai Pranvalabhdas worked f(H' some years. 

The firm of Mr, Parikh Amritlal Mohanlal eiosed down alxuit four vaatrs ago on account 
of the merchants having not j)aTd their money due to him. 

The lirm of Mi*. Parekh Dosaibhai Dadablini was originally sty led as Dadabliai Narsidas. 
However, the name was changed, and the firm is eondutded in the foruK r jiame. Tlic 
firm is still going on and it runs its business on modern lira's. 

The firm of Mr. Parekli Guiabhai Narotamdas closed down alamt twenty -five years 
ago on account of the big amountb of advances not being recovered. 

The firms of Mr, Damodardas Tulsida.s curtailed its busiru'ss on account of amounfs 
due from merchants lx>ing not recovered and it w^as closed on account of the death <>1 
the pn^prietor almut twenty or twenty -two years ago. 

The lirm of Mr. Bhaktidas Bhagwandas was thriving, and he exi>resHed a desire to run 
the firm for thirty years after his death, but owing to the failure of his eonstitu(>nts, 
the position of t he firm beeame worse and it had to be closed down. 

The firm of Mr. Kanchhoddas is situate in the outfort. His son Amritlal still runs tlie 
business on ordinary^ lines. 

The shroffs used to advance large sums to the middle class p(M>ple at annas eight per 
cent, per mensem, and these people used to advance money to the agrieulturists at annas 
twelve per cent, per mensem, and these people used to maintain themselves on this 
business. However, the Dekkhan Agriculturists' Relief Act having been put into forc(' 
about twenty years ago by the Government, these middle class people suffered heavily, 
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How can a money-lender recover hia duew from an agricult iiriBt when he could not he 
arre«ted, his bullocks, plough and other agricultural implements could not he attached ? 
The middle class money-IenderB disappeared hecausc ttie agriculturists used to hie suits 
against the mortgaged ; and civil courts used to dt^cree the possession of land tc) the 
agriculturist and fix instalments for the money due at 6 j)er cent, per annum only. 
Moreover, most of the villages in this district arc owned in partnerships. Consequently, 
a share of a debtor agriculturist, who has other brothers or relatives and w^hose land 
8t<K)d in the name of an elder brother, cannot be attached. Under these circumstances, 
how can a money-lender recover his dues ? 

Now-a-days shroffs, sowcars and merchants do not trust one another, and hence middle 
class people deposit their money with the ImjKjrial Bank of India at 3 pc‘r cent, per annum, 
and the Imperial Bank does not pay any interest on current accounts. If the sowcars go 
to the bank for a loan, the bank requires some kind security and the rate of int-erest 
charged is from 7 to 9 per cent. 

Similarly, on account of the faii\ire of Messrs. Whitle Spinning and Weaving Manu- 
facturing Co., jxiople dejKiKitcd their money in the co-ojxTativc bank. This bank does 
not at all advance loan to local soiocars. Such are the rVifficultics of the shroffs. The 
co-oj>erati ve bank receives deposits from the pe<»ple at a low rate of intorest and 
advances to agriculturists ; and in order to avoid diffi' ulties of rcc()vering they have 
formed co*oiK>rative sochdies in every village. The societies have not to go to the civil 
courts for recoveries. 

About tw'elve or thirteen years ago a firm was opened by the Broach shroffs, but it w as 
closed down on account of the failure of constituencies. 

The following are the firms of shro^s which have ctune into existence within the last 


ten years ; — 


Name. 

No. of Partnei’s. 

I. Shri Broach Narmada Banking Co. 

6 

2. Shri Broach Banking Co. 

7 

3. Shri Broach Laxmi Narayan Banking C<;. . . 

2 

4. Shah Jasvantlal Jckisbandas k (k>. 

3 

5. Shri Modh Vci)ari ShrofI Mandal . . 

fi. Parakh Deshaibhai Dadabhai 

5 


7. The firm of 8hah Kesha vial Dahyabliai was conducted by his brother Amritlal 

Jlahyabhai. This firm has discontinued business from the current year. 

8. Kanchhoddae Haribhai’s firm is eondueied by his son Amritlal Banchhoddas. 


According to the present times the partners do shroff busincas with their owui money, 
and in case small deposits aic received they are kept in current account at annas four 
to six per cent. j>er mensem. V^ery few deposit for a fixed pi?riod owing to mistrust. 

Shroffs give loans to merchants and none can know^ when a merchant will become 
inst>lvont on account of there being no profit in business. The shroff does not know 
the real j) 08 ition^of the merchant. 

Shroffs lend at twelve aniuws j)er cent, per mensem. In monsoon they get deposits at 
three annas per cent, per mensem, but as they advance loans at a low ei rate of interest to 
merchants according to their position, there is no jjossibility of larger profits, 

Mr* Mohanial Ishtmrdas Mehta* 
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The dividend of a firm comes from 7 to 9 per cent, per annnm provided there is no 
failure of the constituents. 

About thirty years ago the rate of fiuiidia was from Rs. 90* 10-0 to Rs. 1)9-12-0. And 
only the shroffs used to accei)t hundis. In those days banks did not deal in hur^dis. In 
these days the Imperial Bank does hundi business on a large scale at Rs. 99-15-0 in 
the season. Few hiindis, which the shroffs get. are from merchantfl w hose credit is not 
established. 

A ahrojf gets money from the bank at the current bank rato which is 8 or 9 
per cent, per annum and that loo according to the security or endorsement by some 
party. 

There is no necessity of the shroffs being licensed as they do not charge more than 
9 per cent, and the dealings with the shroffs are due to mutual contidein^e. 

As the firms are owned by partners the depositors have not to fear much. 

Insolvency is on the increase day by day. 

In the season hundis are discounted at an anna less and at- times half an anna less 
or at par. 

Di'mand drafts can be had from the bank either at Rs. 190-0-0 or at Rs. 100-1-0. 

The shroffs advance loans to merchants during the monsoon against goods at 7^ ix*r 
cent. 

Shroffs can mostly sell Bombay hundis only. Tbe sale of Abmedalawl hundis is 
26 per cent, of Bombay and the sale of »Surat and Barotia hundia is lesser than that 
of Ahmedabad ones. 

Morcliants get hundis wliicli they send direct to Bombay for eashing and the shroff s 
do not profit at all thereby. If they sell k) the shroffs, the shroffs will purdiase at tht; 
market rate. 

According to our surmise shroffs deni in huyidia to the extent of Rs. 40 to 50 lakhs, 
while the banks deal to the extent of 6 croros. 

Merchants like to deal wdth shroffs, for they d(» not require security. From this it can 
clearly be seen that only shroffs can lielj) mer<'hants to a great (*xt€?nl . 

There are very few local Broacli hundis. 

Account books of merchants are being scrutinised l)y the Income-tax Office. The 
Income-tax Office kikes note of the deposit account of the merchants and thus the secret 
of the merchants is known. No notes should, therefore, be taken and the Ineome-tax 
should be assessed after examining tbe profit and loss account. 

Broach is considered as a port. Formerly there w as a great imix>rt trade wdth Bombay ♦ 
Bhavnagar and other parts by sea- At present the ships suffer heavily on aetount of 
the river being tilled up and ships are dragged away on sands. Merchants have, 
therefore, to order their goods by rail which costs more. The merchants ustxi to l>e 
benefited when in former times sugar, etc., was imported from Bombay in ships by sea. 
At present the same is imported from Bhavnagar in very small ships and with damage. 

About 19 years ago Babashai (Baroda State rupee) coin w^as current and shroffs used 
to make good profits. Go vernment has discontinued that coin and, therefore, the incouie 
of the shroffs has decreased, 
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The above facts should be taken into consideration and the following changes should be 
specially introduced : — 

1. The Dekkhan Agriculturists* Belief Act and the Partnership Act should be 
abolished so that the shroffs as well as agriculturists may be profited. 

2. The Insolvency Act should either be alxjiished or be made strict so that the 
defaulter cannot take its undue advoiitage keeping himself safe. 

2. Tlic shroffs should get from Government money at a low rate of interest as they 
get in the Hhavnagar State. 

4. No exchange nhould be charged for local cheques. 

5. The Imperial Bank should give interest on current a( <-ount8 and should accept 
hundis from shroffs at a very nominal rate of interest. 

6. The Imperial Bank keeps safe deposits for ornaments and charges mon^ or Icrh 
annual fees aeeonling to the size of the safe occupied. However, if the depositor 
requires to take something from tln^ safe, he forfeits the amount of the fee f(»r the 
remaining ])eri<>d of the year and has to ])ay fresh fees which causes great loss to the 
depositor. The Imperial Bank should charge either monthly or quarterly f(*es so that 
t he depositors have not to sutler losses. 

7. The shroffs should not be treated as ordinary customers but should bfM onsidcred 
as recognised l)ankers. 

8. The Tncotne-tax Gfficers should not take notes from the account books. 

1). The river Narmada should lx* so dug as <*ouhl be navigated by large s)»ips so that 
the merchants could jiroHt by <»b1aining their goisls in ships by sea. 

If the ahove-rnenljonf'd ndorni.s are (tarried out tlie old business may it'vivc. 

Oral Evidence. 

(Summary of Oral Evidence in Gujarati.) 

We are shroffs. Fonncrly there were eight firms of shroffs, whose business was purely 
money-lending. Those who deal in gold and silver are kjiown as choksis. None of us 
are choksis. Wo recoi^'c deposits as well as leiul money. 

We agree with the view that mercliants, who deal in hundis and accept deposits, 
cannot be called shroffs. 

Out of eight pedhis, there are now existing only two, and the rest six have been closed 
down on account of losses and bad debts. The new pedhis have been in existence for 
the last ten years. All the eight old pedhis w'ere run by individuals. 

About thirty or thirty -five years ago shro^s used to lend money at eight annas to 
middle men, and the latter used to fend at ten to twelve annas to agriculturists. Now- 
a-daya ji^ricultiirists are not financed by.voiec«r#on accountof the Hekklian Agriculturists’ 
Relief A<'t, and we were also affected by that Act, because the sowcars, to whom we 
lent, did not return the money to us, as they could not recover from the agriculturists. 
We admit that 4he Dekklian Agriculturists’ Relief Act was passed only twemty-four 
years ago, and our old wore closed down before that. One or two pedhis were 

later on closed down because there were bad debts and losses, and they were ajBfected 
by the Act, 

Jir, Mohttnlol Ishimrdas Mehta. 
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As regards the proposal of appointing an individual sJtroJf or a group of shroffs as agents 
of the Imperial Bank instead of opening branches, wo think that individua l shroffs or 
a pedAi would take up the liability, but shroffs would not lake up the joint liability. In our 
opinion 2 per cent, commission is not a sufficient margin, and we thiiik that I pa r c<vnt. 
would be a fair margin, fvs we will have to incur oxpcns(‘s for staff, ct<-. If il><- Im[)Cii;ti 
Hank were to arrange for staff, 2 i>er cent , commission would lx*, enough. 

Our Erm is a partnerships, but we do not publisii uur a<‘coiints. If facilities aie 
given to uH by the Inif)erial Bank, we would publish our aecounts so far as <mr dealings 
with the Imperial Bank are concerned, but wo woiiM not agre<‘ to pnbli'^h (mit- private 
accounts. 

We have suffered a great deal on account of the branch of tlu' Imperial Jlanl^. Tfte 
liviome-tax office inspects our a<*c;ouuts and prc*{»a/r(^s a li<t of ocr cb'jiosi ten s, whiv.h js 
not done in ease of tlie Irnjjcrial Bank, and therefore, pc (t}>le tlo not dc‘posit with 
Its. People have full contidenee in rnir Btit t)\c Imprj ia) Bank corn [x* levs wit }i 

ns. The ' Imperial Bank rcaanves deposits at 14 per emit., and lends money on tlic 
security at (i pen* eent. We charge front li toH p« r e<‘tit. Tim IntiMnial Bank 
advances huge sums, say Hfty thousand or a la.kh of nipet s. jo big mer* hauls, and wo 
<!.aniu>t advanee sueh large amounts. 

Shi'offs i\o huruii business to the r^vlent of hfty thousand niimc's, whcjcas the Impel ial 
Bank does it to the e.vtent of t tiree or four eroivs. Tie* Impmial tiauk < hargf‘S on(‘ 
anna, for discounting hnndis\ and w*' charge live pic*e. Tln'i ty years ago the; disccmntiug 
rate of Aaed/s- was aliout six annas j»er cent., and the* business was done by ^V/ro.//- 
only. 

Forrmwl}' the pedhis were run by individuals, but. now we work in parltiersldf), as there' 
were losses in old pedhis^ and tlm pi'ihis had 1c> be <*lo«ed down on a( c<Mint of bad dedds. 
We generally ad vanee tc» sound people, but we- c'annot make out th il l ie y woidd become 
insoh ent. People take an undue advantage of t h<* lns(r]\ <>ncy .Vet and bc-coine insol vtml 
by transferring tlnnr <*states to their relal ives. 

The jx‘ 0 ])le wlio have formed into a com|»any are not relatives. 

If each of our companies i.s cmtiu.stecl with the agency v\«»t k of the Inpu rial Baidc in 
ntoiaka, we think, we would l>e able to condmt tlie work ami might take up tie* liability, 
and would publish ae<'ounts of IVh* liusiness done on be half of tlm ImfM iaa! Bank, )mt 
not of the private business. 

None of our pedhis was elosed down on account of K])e( uhit ion. (lerim riliy shmjj's dci 
not go in for speculative business. 

We hav<‘ not rec^eived facilities from tlu* Imperial Bank. The. Imperial Hank advances 
on the security of goods to big merchants. Our n<‘w <-om panics laa tive deposits from 
Government on the security of (.iovernment papers. These companies do not deal in 
gold ajid silver ornaments. They charge from 4^ to (» per eer>t. the advam ( s against 
gold and silver ornaments. 

In Bhavnagar State, the shroffs are given money b)r trading ]>urp<»ses. The money is 
advanced by tlie State. We have heard that it is given at 4 [mu* cent. 'Jdiere is 
a State bank in Bhavnagar. 

Shroffs should l)e considered as recognised bankers by the ImjxTial Bank, and facib’ticB 
fthould be given by the Imperial Bank to the shroffs. Government should lend fujids to 
shroffs at cheap rat('s, Ix’scause the Imperial Bank receives depvsita at ii [)er <;r‘nt, 

MO Y 83—31) 
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The Imperial Bank does not advance small sums, and therefore, the small traders would 
benetited, because we would be able tn advance money at cheaper rates of interest. 
Mudati hundifi arc out of usage now, and we have no facilities of paying these hundih. 
The miuiciti hundU should be exempt from stamp duty. 

The iiisolveuey has been iner'easing day by day. At present people are declared 
insolvent by the court even wIumi they have proiwuty, which is transferred to other rela- 
tives, The Insolvcuiey Act should }h> aladished or suitably amended. 

There are seven or eight new companieB, and they are the same as old pedhis, and the 
p(‘Ople have still full contidence in the sfjroj5f“.s\ We do not give any deposit receipt, but 
we only enter tlie amount i nt o t he pass-book of depositors. We do not show our balance 
sheet to outsiders, and we do not show it even to our depositors. The j>art ncrs of tlio 
new companies do not woik themselves, but they em])loy maiiagei's. 

Veople liave confidence in us, aii<l w<‘ do not agree to publish our balanee Hhect, though 
it may 1 h‘ advtnitageouH to tlicm. 

(The wii nesses with die ^v^) 

Mr. GUMANSINGH DALSINGH of the Broach Narmada 
Banking Company. 

' Replies to the Questionnaire. 

{^Summary of Replica to the QueMUmnaire in (lujarati.) 


SECTION IT. 

Question 1. -There arc seven lirins oishrojja propt'r ; merchants who tlcal in hundia 
and deposite cauuot be culled shroff'd. 

Question i'. — Owing to the element of iuMccurity introduced by the Ockklian 
Agriculturists’ Relief Act t he shroffs^ as a rule, do not finance the ugricnlturists. 

Qi 3 losTioN — ^riie amounf of Imsiiiess tlunc by the dhtoffd amounts to aj»out 

oo lakhs. There are no th'alings between local banks and shroffs wbo deal with banks in 
Bombay. The brunch of the liuv>erial think gives no fac ilities to shi'offs. 

Formerly, the discount rate tif hundis was 4 to t> annas per i‘ent. and the busiuess 
was done by shroffs only. Now the banks t'harge one anna per eent. and only those 
who have no credit offer their hundis to the shroffs. Government Bhould lend funds t<» 
shroffs and merc hants at cheap rates just as some Native States do. 

Question 5. — Merehauts prefer to deal with shroffs as they do not demand sureties 
or securities. The luerehaute pay 8 to !l per cent, on loans advanced to them and receive 
d to 0 £M?r cent, on their deposits. 

Question 7. — The shroffs'' business could be revived if the following facilities are 
given : 

*>■ 

The Imperial Bank should, in connection with the hundi business, make a distinotion 
l>e tween shroffs and ordinary customers. 

Mr. Gumonsinyh Ikilnmjh^ 



The huiyiU should be exempt from atump duty. The Dt^kkhaii AgriculturislH* 

Relief Act should be repealed. 

The OaUeok)r helps the Imperial Bank and tiie eo-opeiutivo banks in ivcovering ilieir 
dues, whereas shroffs have to approach the Civil Court and after much hardship have U) 
compromise the suits for 4 to 6 annas in the rupee, lest the debtor may take llie benciit 
of the Insolvency Act. 

Questiox 10. — The branches of the Imperial Bank in the Bomliay PreBidiMny should 
lx‘ closed with the cxcejjtion of the office at Bombay. Similarly, all the branches of tlm 
co-oj>crative banks should be closed so that the shroffs business may hotirish. 

Oral Evidence. 

{Sanimary of the ^ral Evidence in Erjnroti,) 

i)ur liriu is a partncrshi]> Linn, and it has been in <‘xish..nre for elcvi'ii years, it has 
not b('en rogisU?rcd. \Vc ’work on Ihc basis of the joint slock bank, such as ojK'ning 
current accounts, receiving deposits and giving ca.sii crcbii. VVe also deal in hnndis. 
We receive dcpiisitw at 5 per cent,, and ’wc charge 7.‘, to b }>cr cent, on advances made l.)y 
us. W(? advance to mereliants and jiot to agriculturists. 

We rcijuircsome money from Bombay, and we g(‘t it from the (knil r tl Ikank l>y rash 
eK’dit or ovm'drafts on personal security. The Jmjierial Bank gives money on the 
8'!curity of Government papers. Wc have banking business in Broaeli only. 

1 think it would bo possible to give the ageucy of the Impm'ial Baidv^in a laitiha to 
a firm like ours. 

Wedeal hxhundis^ and oiirratosaiidtJierate.sof thelin[>('rinl Bankare almost tin* same. 
Mudnfi hiindis are out of use both on account of stamp duties as well as on account of 
lack of contidfuiec. 1 do not think this hundi basiiio.ss would l>c revivcal if the stamp 
duty is abolished. 

As ri'cards the statement in my written evidence that '' The C‘ojlec(f>r lieltis the I mperiid 
Bank and the co-opeiative banks in recovering their dues,’' 1 ♦hean t hat the Colhuitoi’ 
hei[).s the co-operative societies and not the Imperial Bank. The sociciic’s can rc-cover 
their money from the agriculturists, whereas we cannot j'ecover it. ami have to go 
to civil courts. 

Ah the branch of the imperial Bank competes wuth us, we say tfiat ;t should be closed, 
and there slumld ])e no branches of the Imperial ilank m the Bombay Presulcm v. lint 
i admit that the trade would be benefited by the branclK^s (d the Imperial Bank. We 
do not receive any facilities from the Imperial Bank, ami it looks upon us as its rivals. 
All the branches of the co-operative banks should also be elosed, becaasc they deal in 
hundiSt so that the shroffs' business may be revived. 


(The witness withdrew., 

7' he ComtniUee then adjourned till II a.nu on Monday, the )Idih Nouniher 
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pRliSKNT : 


Mr. J. A, Madan, ( '.LK., I.C,8. {(Jfuiirman). 

Professor V. G. Kai.k. Mr. L. Mehta. 

Mr. B. S. Kamat. 

' .Mt. [{. P, Masa^ti {Siu‘rctary). 

Mr. D. N. DESAI, M.A., LL.B., Pleader, Broach. 
Replies to the Questionnaire. 

SUCTION 1. 


f,)rKs'ri()N ♦. Aohkm i/rruAE chkoit ani> ('hkdit j'Aou.mKS roi! smali. 
I NO! .SI' ii IKS. The ivirt i(‘ulturi.'-:t of tfii.s tli.sti iel clerive.s fiis finance mainly fnan the 
following Ifii’t'c ?';ourc('fc! — 

{(() 'Dk' local .soircar. « 

{!>) 'The ec'Opcrat ivc credit society \tlH're it e.\i.'<ts. 

(r) 'rjit' t fovern inent hif'cari, 

d'licre ar<‘ no sjco ial tinaneirjg ageneie.s fta cjipilal and jH'riiiHiH'nt iniprovemt'nts ov to 
meet with sjx'eial netMls arising from failure of mou.voon or otlier eatast r4)phcs of a like 
nature. In eases of sneh eatastrojilie.s, tlie tigrieult urist has to depend upoji the joeal 
moncv-lender. or to a veiy small extent tijxm the iJovermnent taccarl and otlier loans. 
The eo.operat i s e so( icty has not got enough linaneial rapacity to deal with sitiuitions 
arising out of sm h catasl roplies. The Imperial Bank of India, the joint stoek banks 
iw the local i ndigenems tmiiks hardly advanet^ moiu'y to tlie. agrieult urist. Merchants 
and otlier dealeis. at t iiues. give credit to the agi ieuU urist, hut there is no delinite organ* 
isation for the sufiidy of fertilisers, eti*. 

d'lie rate ot ini (’iT'sf varies from b to 15 cent, liecently a land mortgage hank has 
come into iieing which lends money for I'edemption of didits and capita! and i>ermanent 
iinproveniciit.s at TJ Jier emit.; tnit it is still in its infant stage and ii<‘ detinite opinion 
eouhl be given with regard to its working. 

LoiVMS ixiv advaneed on personal security or on the seeiirity of landed pro^Hn’ty. There 
are no spia ial eoiuT.tions attaelied to the grant of such loans, but in certain eases, jK'tty* 
money-lenders dealing wiUi people who have very little security to offer, take from them 
lionds of a larger amount t han tlie money actually paid. Later on, at the time of final 
sett lenient of aicountH, t lie amount in excess is at times given U}) — at times, not. 

Mt\ D. JS' , Diisai, 



There in iio co-ordination amongst the varmuf; credit agencies and as a result of that- 
there is indiscTiminate lending and consequent increase in indebtedness. It is desirable 
that there ahoiild be a definite co-ordinat ion amongst t he %’arioii.s agencies enabling each 
to be in possession of information with regard t4» tlie activities of the otlier, thereby avoid- 
ing iiieonvenience and iH>ssibilit 3 ’ of loss toeither. At present the various ageueies — none 
of which is single-handed able U) cope with the needs of the agriculturist — work in 
hostility to each other and thereby all have to sutler loss on account of bad debts and the 
agriculturist has to suffer on aeeonnt of the rise in the rate of interest. 

The Imperial Bank of India which l>orro\vs more than it lends out in the district, 
considerably affects the finances of the co-ojanut ive banks as well as the mottev-lendcrs. 
It should either undertake financing at cheap rate, or should cease drawing local momy 
outside the district. The co-ojjerative banks and credit societies should la^ organised 
on such lines as to ensure complete financing for various needs r>f the agriculturist, or 
they should act in a spirit of co-oyK^ration with professional moncv-lendors w ho Inivc, 
till now, been dealing with the agriculturist. The Dekkhan Agriculturists' Ivelief 
Act and the Bhagdari At^t, which hamper the easy llowingof iinaiict', should l>c oil her done 
awa^^ with or rem(Hlelle<l to t lie advantage of all <’<uuerned in agricultural finance. Tin* 
State should be more prompt and more syn\pathctic t inwards tlic j»nl)lic in times of emerg- 
ency arising from failuic of monsoon, etc., s<t that tin* agrienltnral population id 
tlie district, which is the backbone of th<‘ so< i{‘ty as a whole, may not go lower and low^er 
in ywisition as it does at present. 

t^i KSTloN -. Cotton an<l wheat are the ]aineipal cro])s of tin* district, Kxeejh at 
one or two places, there is no organised met ho<l of mark<‘t ing crops. The individual 
farmc’f oith(>r sells his goods at Inune or carts them to tin* in'urcst inarkcl or factorv where 
he is stibjtH'fcd t<t all sorts of exactions. Having regard t4) the abscnct* of financing 
agencies and want of edin ation among tfie agrienltnral t lass(*K, b)imation of pools is not 
very feasible. If an effort is luadc in this dination in groups <ff village's where* local 
puhlie: vv^irkers arc available a nd adequate finain t* at (*l»eap rates is supplii'ti t4) the agri- 
culturist, eo-opt*rative effort migiit do stum* good. Jl is evident that any ('flort in this 
tliixH tion would necessitate finance for put poses of paynu nt of Cov(*i nnictit revenue* and 
the houselndd needs <»f the agriculturist. There ar<-, however, no facilities in tliis 
directiiui and the local agencies like the v illage inoiu'y-lendei s ha ' ing ,siifferefl cons ifiei ably 
<»ii account of indiscriminate legislation and the <Jo\ eminent policy »>f issuing postal 
cert ificate, etc., much spade work, backed up l>y facilities from 1 1n* St a, t{\ will la* rcMjuirtrd 
Ix'fore any feasible scheme i.s worked out. 

IJnndis and cheques are mostly used for the iiili rnal trade of tlie rroviin e. (dic(|U(^s 
are mostly utilised by traders residing in citi<*s. liviidis arc cnipl<y<*d for t rarlc w ith 
otiier districts and provinces. Kcduction in the duty iniglif give some relief t4) trafleis ; 
but, that would not help the Iraxler out of his difti< ulties on ac cfnint of the high rates of 
interest and the absence of adequate financial facilities. Traders have-: hard times, 
and if relief is to lx* given to them, the whole banking system will require to be 

overhauled. 

% 

Hnndie emauating from this district art- mostl}' cashed at Bombay. Tiny are at tiinee 
held by middlemen, merchants or agents during the season i)eriod. The .Stamp Act, 
which places a bar on the admission of uii8tam|Kd negotiable instrument in evidence 
even on payment of penalty, requires to lx* remodelled. 
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Quumtios — -The value, per acre, uf latM raiigesj froiu Its. or 40 to Its. 500. Prices 
arc aifoclsd by the failure (^r othorwiae of the crops. They also vary witli the prict?s of 
the principal products of the district. 

QrjKsnoN 4. — The Bhagdari Act acts as an iinjK^diment to tlio uiortgaj^c of land as 
most of the holdings ill 6/*a5id«/i villa^<:cs are portions cf The Dckkliau Agricul- 

turists’ lielief Act, with its provisions for accounting, etc., is another irnpediinent to 
mortgages and drives the nowcar t(» take mortgages in the form of sale deeds. It is 
always very difficult to prove the n^al nature of a transaction and the agriculturist for 
whose Ixiuefit section 10- A of the Dekkhau Agriculturists’ Relief ActHceiusto have been 
ouackid, loses more than what he stands to gain by these provisions. The sooner tin; 
Dekkhau Agriculturists’ Relief Act is romove<l the better as it saps the very foundation 
of social morality. The working of the Dekkhaii Agriculturists' Relief Act, so far as this 
district is concerned, lias Ix^en entirely unsatisfaetm'y. The Bhagdari Act alsi* is a con- 
slantsource of litigation and confers no corresponding benelit upon tlu^ agrieuiturist. 
Both these Acts should be removed from the statute-book. 

'J’liero is out' laud mortgage bank in this district. On account of Dk; in\ ( slinmits in 
the postal cerlitieate.s, the land mortgage bank wdll have to depmni for its linane<\s 
mostly on tlic Oovernmeiit and (kmtnil Institution. Ocvernment guarantee with 
inti'rOwSt not btlow the rates allowed by ])Ostal cash eertifieates may succeed in 
drawing deposits. 

Questions b AND b A. — Introduction of the spinning whi el and dairy fanning in 
places adjacent to railway stations are the two siihsidiaiy industises u Ivieli may be 
introduced with advantage in this district. The Co-operative Dejiai tment should 
devise a machinery for the supj»ly of raw materials and the marketing of produce, 
leaving tlic agricultural elass(^s tlie bmietits of their labour. No linancial rmicldnerv 
would be required if propi'r arrangenKUits an^ madi' for the -supply of raw materifil and 
tlu^ marketing of produce. 

Questions 8 AND 0. — As .stated in iny reply to question 4, the Dekkhaii Agricul- 
turists’ Relief Act and the Bhagdari Act shouhl be removed from the Htatutc-book. 
lietention of these Acts is not likely to do any good to the Agriculturist.s of this 
dist rict. I would suggest that the Dekkhaii Agriculturists’ Relied Act should be repealcil 
aitogetiicr. The Usurious Jjoaiis Act should be given a retrospective effect. The 
institution of a village wuw'i/jff should be given a more ex U'usive trial by the amend- 
ment, if necessary, of tfie Civil (k>urts Act. The Usurious I^oaiis Act is not availed of in 
this district because of tlic provisiorts of the l>ekkhan Agriculturists’ Relief Act. Once 
the latter is repealed, the provisions of the Usurious Loans Act will naturally be 
availed of. Provisi an in the nature of the Monc^^-ioiulerH Act wdll not suit this 
district. 


SECTION II. 

Question 1 — iKUiaENous Banking. — The indigenous banks and bankers of this 
district mostly finance the small trades in towns. There are very few bankers financing 
agriculture. Nor are ban’ra with enough capital to finance trade or iiidastry on 

extensive scales. If adequate facilities are ^>fforded by the Imperial Bank, this line of 
b&siness may advance. 

Mr, D N. Desai, 
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SECTION fJI. 

Question 1 — Investment Habit and Atth action of CAriTAL. — As I have stated 
above, pcwtal cash certificates are popular in this district to the detriment of the local 
sowcars and banking institutions. It is an injtrstiee to the distriid and has told heavily 
ii|)on itsfimovcial resources, t hereby raising the prevailing rale of interest. 

Question 2. — The cheque habit is unknown except in towns where it is getting popular 
after the abolition of the stamp duty. Payment to (Jovenunent servants, oi<\, in 
cheques, Inay promote) the cheque habit. 

Question M. — I tis too well-known that the spread of educ^ation, inspite of the existence 
of the British Rule for the last so many years, has been very slow. Most of the agricul- 
turis is hardly know the three R’s, Under these circumstances, it is hopeless to exjiect 
them to liavc the banking habit or to understand the advantages of the l>anking system 
with all its complications. The financial position of the agriculturist is getting worse as 
agriculture, as it is carried on in this district, is not a remunerative eonccni. The only 
rtunedy for the advaiieeinent cf the material prosperity of the people is to educate them 
and to prevent the drain of the country nnuu'V from all dir(‘elions. 

Oral Evidence. 

7 till, 'i'he. Chairman : Mr. IVsai, you arc practising a.s a pleader here ? — Yes. 

74MS. Are you a landholdi^r ? 1 own about JIOO bigUns of land. 

7t;tb. i>o you c'ultivatc yourself ? — 1 have tenants. 

7440 . Do you do any other business ? — No. 

7411. In reply to question 1 yo.i say: “Then* is no (’0-ordina.tion amongst the 
vai i(Jiis credit agencies and as a result of that there is indiscriminate lending and 
consequent increase in indebtedness.” Do you meaij that a man borruw's from more 
tliiMi unc source ? — Yes, he 1 ) 0 ito\vs from nnu’c than one source and for the same 
purpose. 

7442. What are the princi|)ai sonrees ? — Tlie c<»*o]>crat ive hank :in<l the viUag<‘ noivmr. 

744d. Have you any suggestions to make ? — There should be soinc sort of cf-ordina- 
litMi between these two agencies. 

7444. Do you think that the village money-lenders would agree to ( O-crdiiiatc with 
ilie co-()|)crati ve hank ?“! think so. 

7445. You say that petty money-lenders usually take a bond for larger amounts than 
the money actually pahl. Whert the amount is repaid, are they usually sji,tistied with 
the repayment of the actual amount advanced ?— .4t times, but not alway.*^. 

744b. As regards the Imperial Hank, <loes it !iot finance the big. merchants ?--lt does 
during the season only. 

7447. On the sec urity of what ? — On the security irf cotton as well iis on personal 
security. 

7i4<S. Do small merchants borrow from the Imperial Biuik ? — They want to, but the 
Imperial Hank does not advance them. 

74411 . D it because they do not give sux*eties ? — They do not like to give sureties for 
small amounts. 
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7450. You state : The State should be more prompt and more sympathetic towards 
the public in times of einerjj'ency ariHing from failure of monsoon, etc.’* What is jmar 
suggestion ? — That is nminly with regard to the taccavi and with regard to the floods in 
Gujarat. When theio arc extraordinary calamities beyond the control of human beings, 
the State should lx* proinjit in advancing money and hel|>irig the ne<Mly people 
immediately. It should not wait for private <-hariiies only. 

7451. In paragraph 2 of your Htatemcnt, you refer to all sorts of exactions to which 
the agriemlturist is subjected. What are tliese exactions ?— I am referring mainly to the 
cotton dealings, and then* are niunerouH instances in which these gin-tTwners si.'bject 
these agriculturists to all sorts td’ (‘xacti4ms. They agree to pay a certain price, but at 
the time of actual j>ayMe‘Ml , they redinv* the* price on varions ]u'etexts ; that is popularly 
known tardna, 

7452. Is it an apprcc.iable part of th(5 j>rice ? — Yes, very often it is. 

74r>.‘b How tino h dws ;i (Mone to ? — It ( omes to 20 to do per cent. 

7454. Is tlu^re sufficient competition amongst the loiycrs ? — N<' ; it is more or less 
a nunutpoly tr»ule lierc in ttu' hands of a few imii vidiials. 

7455. Kow many lmv(‘rs arc' then* ? — 'I’lien' are jive or six. 

745(i. Has this state of things r-ontinued [<"!' a long time ? - For the last t.('n or tifleen 

yean’. 

7457. W<M'e there n?any lM(y<'rH before ? — j eaimot say. 

745S. Do you tiiiiik t he establ'shiiient of a reguhite<l cot ton inarkel \\ onld Im* desirable 
here ? — No. 

7459. Why ? — Mainly for this reason that there an' no (dhor ])uyers, and tht^ae live 
or six buyers will dictate prices. 

7400. Do any of tb»' l)ig agriculturists smd their cotton to Bombay ? — Hardly one 
or two do til at. 

74til. Doi’s this stat(> of things prt'v.ail in all the markets of Broac h, or in Broacli 
it8(‘lf ? — Everywhere in the Birau h <listrict. 

74t»2. Do you know anything aixmt the w(»rking of the cotton sale societies V — T have 
some informat i< n almut the <‘otlon sale socit'ty at Sajod. 

74t}.d. Is tfiat in a position ((► Ineak this monopoly ? — They are on the border of 
Surat district, and they lia\ t' to kecj> up their connet'lion with Surat people. 

74t)4. You .say that if an effort is made for formation of jiools, it is likely to 
1 h 5 successful. Kv<*n in t hat case it would suer’eed only if the cotton is sent outside, or 
jR'oplo from outskle come in ? — Even then, there should be an appreciable quantity. 

74t>5. Yoi* cannot haw very large quantities in the initial stages ? — It wmuld develop 
fast, bei'ause peojile are already tiv<*d of the exactions. 

7465. You say that no tinaiue for the purpose of paying Government revenue and 
akso for household needs of agriculturists is forthcoming. Do eo-a}>erative societie.s not 
provide facilities ? — They do it. much later after the season Is over, trecause the previous 
year’s loans are to be repaid, and when these are re]>aid, further advances arc made. 
They are very chary to advance further loans. 

7467. You al^o say that there are no facilities bet ause of the Government polic}^ of 
issuing postal cash certificates. Do the postal cash certifit ates drain away the capital? — 
Yes, to an appreciable extent which w ould have otherwise gone to the h>eal trade, 
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7468- Who subscribe to these ? — The village people as well as the urban |)6ople. 
T think the money would have been dejmsited with the 

7469. Tn the next paragraph you say : Traders liavc hard times and if relief is to 
be given to tht'in, the wdiole hanking s\’ste.ui will leqviire to Ix' overhaulc'd.” Have you 
any detinik* suggestioiiH to make ? — The Imperial Itajik ougld to have greater lendings 
here, if it Is going to borrow from the district, and tiie t raders ouglit to Im* given trading 
facilities by the Imjterial Bank l>y opening current accounts, cash credits, etc. 

7470. To big traders or srna!! traders V - 'rtvc sma.ll I radcr.s may bi' left to 
co-operative baiik-s, and the big traders may be dealt with !*y the Imperial Bank. 

7471. In the next paragra.})h y(<u say ; Tlic Stain j) Act , which places a bar on tl»e 
admission of ans< amped ncco'iuhlc iastnimcnts in evid(mcc even on [awment of penalty, 
rcipiires to be remodelled.'' Js it your siiggc.^tion that.sijcli document- should be taken 
as evidence on fjayincat of penalty ? -*Yes. 

747:.*. In pai agraph 4 of your statement, you say that the Bhagdari Act should be 
abolished. Would it afle(-t the int.V nests of the agri«‘iiltm ist s y... . j j would ifiimcnscly 
help them in their credit. 

747^b Do you not think Llu're would be any ojiposition fiom t he liiaic^larb holders ? 

No, su far as tiiis di.strict. is concer ncil. 

7474. You say : " Idte I'nn'ious la»ans Act sliouid be yi vto] a retros \ c efftad- "? — 

I am referring to section l’ (a) of the Act. Tim Act is apf>lif*ahlc (o certain 
classes of loan.*, and \ci wmdd apply to loaft.- contracted after tlte eomnienecment 
of this A<d, and th.ejclore, it would leave <iut Joans taken before J!4lS. In some cases 
it v^'ould be necessary to{ou{Uire mt(» the loans taken before 15MS, and t herefore, J want 
that a retrospi'cti VC etiecl should be given. 

74 75, Does the; village /a?/a.wjf/ sysKon work w<41 in tliis district y - Ves, iHuausc it 
is very r-heap, and thcu’c is ex(‘n\ ptioti from stair) p duties ; jiml if it is extemdeui to otlier 
[)a-rts, it would Ijc better. For tlie present, it is rest ricted t o to»vns and cities. 

7476. .Vbout indigciious banker ), you say that there are no banks with (uiougfi 
(’)».[uia] to iinanee trade and iialustry on extensive' Kcah-s. There' aif' a certain rnimbcr 
of small biinks in Broai;h ; <b,> they not finance the t rade ? — Yes, hut t hey Unanec only 
retail trader.s and tliat loo cii a. small scale. 

7477, fs it due to want of capital '/ — N'e.s. 

747k. What do you tlnnk of indigenou.^^ bankers as a clas.-j ? Do y(ni think that they 
wouhl be able to finance tradi' and industry of the district if certain faeilitic's are given 
to them ? — -1 think so. 

7479. We have been told that out of eight firms of iiifligenouH bardnws, which e.\i.sted 
forty years ago, six liave di.s appeared. AVas that due to lossi-s y -The rlilTiiuiUy is that 
Govern.ment borrow.^ money at five j>er cent., and the.s.'- bankers have to borrow money at 
a higher rate, and to have a margin of jnofit and i over the risk they have' to lend at much 
higher ratos, and therefore, their business lias suffered. If t lu y can borrow at cheaper 
riit<*s, it would be better. 

7480. Is it not due to the fact that the traders here linanced hy these barikerB suffered 
losses, and therefere, the firms had to be closed down ? — I t is true to a small extent, 
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7481. Was it inability to attract capital 7 — ^Yea ; and they have to lend out at higher 
rates of interest. 

7482. Do these bankers generally lend out on personal credit? — Yes, and very rarely 
on the security of property. 

7483. Professor Kale : You suggest that there should be some co-ordination between 
the co-operative banks and the money-lenders to enable each to be in possession of 
information with regard to the activities of the other. Is that the only suggestion, or 
have you any other proposal to make for the purpose of co-ordination ? — I think that 
would bo enough. 

7484. But the cultivator will continue to borrow both from the co-operative society 
and from the mwcar ? — The sowcar would not lend if he knows that the agriculturist has 
borrowed beyond his means. 

7485. Does he not know to-day ? At any rate the Co-operative Institute does not 
know. 

7486. So the Institute will know how much the agriculturist has borrowed ? — Yes, 
and the ffowcar will also know. 

7487. Is there any other method of co-ordination ?- — I do not think much more 
is possible. 

7488. This only means that you safeguard the interests of the co-operative^ societies 
on the one hand and the intcrest/s of the sowcara on the utlier ? — And the agriculturist 
also to a certain extent. 

7489. But it is not co-urdination in the ordinary sense of the word, ri?., bringing the 
two into one system ? — I do not think the sowcara would bring in his money with the 
co-operative societies. 

7490. The Chairman : Do yon know of any case in which the sowcars have deposited 
money with the (;o-operative societies ? — They do not remain as sowcara after that. 

7491. Professor Kale: You referred to Government p(NVicy of issuing postal cash 
certificates. If the rate of interest on postal cash certilicalcs is reduced, do you think 
the evil would be miiuraised It might be minimised to a certain extent. 

7492. Are you opposing the policy of Government of tlrawing money for irrigation 
and other purposes ? — Government should raise loans for such purposes. 

749.3. Do you mean that the money should be raised from people living in larger 
towns ? — Even frcmi villages where people have capacity to invest. 

7494. TJie Chairman : Are these postal cash cortifit at.os not good ? Do they not 
encourage savings ? — 1 do not think. 

7495. Professor Kale : VVe have been led to believe by .some witnesses that most of 
the money that goes to the postal cash certificates got's from the middle class people and 
salary earners, which would to a very small extent have gone to the sowcars and shroffs. 
Do you agrt*e with this ? — I think an appreciable part of the money would have gone to 
the sowcarSf because the rate of interest of the sowcurs would be higher than the ordinary 

7496. The Chairman ; What would be the rate of interest ? — 5 to 6 per c.ent. 

7497. Professor Kale : Supposing Government do not draw out money by means of 
postal cash certificates, but if banking is organised, even then the sotvears would not 
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receive the money ? — The business would receive it, and it would go to the ^owcara in 
the long run, and it would be useful for internal trade. 

7498. Mr. r. L. Mehia : Is there any sentiment attached to the bhagdari tenure? — 
I do not think so. Every bhagdar has experienced the difficulties of this Act. I think the 
sooner the Act is abolished, the better for the agriculturists. 

7499. Suppasing the bhagdars are consulted, would they favour the rejw'al of the 
Act ? — I do not think there would be much opposition, and even if there is opposition, 
it must be dealt with a strong hand, 

7.>00. In your statement, you say that both the Bhagdari At‘t and the Dekkhan 
Agriculturists’ Relief Act should be repealed. But earlier you say that they should 
either be done away with or remwlelled. Do you suggest that these two Acts 
should be rerncKlelled ? — If CTOvernment is not prejjared to do away with these Acts, 
the}* may be remodelled. So far as the Bhagdari Act is concerned, it might be 
remodelled in this way that every portion of a bhag in the possession of one individual 
might be recognised as a sub-division, so that even if he is not able to sell or mortgage 
the whole of it, he may either sell or mortgage that part. 

7501. Do you favour this suggestion that the 0 })oraticn of the Bhagdari Act sliould 
not extend to traasactions between co-operativn^ societies and their members ? — If it. is 
good to abolish the Act for the co operative societies, it is tupiaily good for otiicrs too. 
Why should the co-operative societies have a preferential trtaitment ? 

7502. Do you not think that any of tlie local banking firms Imd to close 
down or reduce their business bt^cause of spoculatiim ? — No, they thennst'lves have not 
been speculating, 

7503. The customers might have speculated ?— Might be. 

7504. About the postal cash certificates, do you recogni.se that there would be certain 
classes of |)eoplc who would like to invest their money with Government ? — That ebuHs is 
fast disappearing. They would be attracted by the co-operative banks and the joint 
stock banks. If they wish to invest with Gove rnment, tln^y might go to the postal 
savings banks, 

7505. Your objection about the drain of money would not apj)ly to postal savings 
banks ? — That is inevitable. A man might hoard money in his house, but that clasy is 
fast disappearing. 

7506. Do you think there is any possible arrangement by which this money can flow 
back to the district ? — I do not think. 

7507. Mr. KameU : You say that the Money-lenders’ Act would not suit this district. 
What is the peculiarity about this district ? — -People would not like the idea of registra- 
tion and going to Government offi(‘e« and all that. It also implies a lot of restrictions on 
their own business. 

7508. “ Do you tliink it would not be suitable in the case cf the village mouey-le riders 
as well as the money-lenders in the taluka towns ? — 1 think so. 

7609. In the interest of the community would you not favour tlie restriction ?— 
I think that restriction would not be enough, l>ccause they would be circumventing. 
I would rather trust to their honesty than put an artificial check. 

7510. How would they circumvent ? — As they circumvented the Dekkhan Agri- 
calturlsts’ Helief Act. 
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7511. You suggest that the hiBtitution of viUage mumiffs should be exteudcd. 
Would you put aiiy limit ? — Rs. 25 or Rs. 50. The people have to eojne ail the way 
from the villager in carts and Hpeiid about Rs. 10 for petty suits, and tljis could 
be avoided if there is a systmn of village mtcmif/M. 

7512. But tlie bulk of Utigatiou is about loans j>robably of higher value than 
Rs. 50 ? - — Out of 1,500 cases rioarly RIKK) to 1,200 arc suits of .small c;aii.se nature, and 
about one-third (d it must be for less than a hundred rujK;eN. 

75Ri. 7’A<J Chairman : We liave la-en told that in mo;* I districts there arc not sulli- 

cient facilities for llnanciiig th(* trade, outside tiie district hf*adqu;irtcrr and talukas, atid 
you said the indigenou.^ banker hav< i>een dirniniHliing, and it is not possi bic for a joint 
stock bank or tti(^ linj>eriai Hank to st a,rt branelu s, Jt jijis been suggested the t if tlic 
Imperial Bank or any .‘^tate Baitk wcr(* to rtn-ognise sonic indigenous banker.s of.suhi- 
eient credit as their agents to iinafiee tiv' trade of these talnkas:^ it would l>e a aood 
thing. Do you think that such a. system woubi be desiraljle for 1)ie trade of the 
talukas ^ — If tike Imperial Bank works in tlie right spirit and helps tfu* r<hroJJ-s, 1 think 
it would be better. 

7514. The ideals that iri~tead of opening a linuKdi, the itidigtmous banker would 
work as the agent of the Bank. Do you think that there would be iiidigmions hankers 
with suffieicnit credit to do this w^nk ?-■ -W<‘ niight find .some. 

(The witness withdrew.) 


1. T. ALMAULA, Esquire^ B.A., LL.B>, District Deputy 
Collector, N. D., Surat. 

Replies to the Questionnaire. 

SECTION i. 

Qi3KSTU»n 1 (n).- Kxi’ENSt:H lo king (tn/rrvATioN. Indigenous hankers, co-ope* 
ralive '^oeiet ies and < o-ojKU'ative (iisi ? i(‘t banks an* the ehief ageneics, w liidi aie most 
availed of by tin- agrieiib urisls. But at pi-esent the numbt r of co operative ^o(■ieties 
is not sutlieient to answtn* llie needs of tlie }K;ople, and so ihc' other s<iurre (juivate 
.voM-rurs) is largely rtcsorte<l to, 

{h) Besides tin* ahove sources, (Jo\ ernmejit do grajit h-aus to agiieiilturists under 
Land linproxcnuent A<*t for capital and permaneiki impiovemcnt and nc'wadavs the 
Distric t Co-operative Baidi. lendeis good help in this direction. 

(e) For special needs as deseribed iii (e) (Jovernment advanee ]< atis in sliape of taccavi 
owing to the failure of monsooji. If the moiuy is neeiied for payment of land revenue 
owing to late maturitig of crops and late di.sposa! of the erops, loans are obtained by the 
ligrieulturists from the ginowmers or merehanls, w!u> advanee money on the seeiirity of 
the Btanding crops, ddiey get also money from eo-o}K>rat ive sale* societies. 

R ates of Interest.- Kates 4>f interest vary from b per cent, to 0 per cent., and in some 
eascB to 12 pi^r cent., according to the nature of security offered liy the man. Generally 
moveable propertiet^ and lands are often taken into security. Wherever the crops are 
accepted as security, the rate of interest is naturally high owing to the (comparative 
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greater risk iiiYolved in securing tUc loam W hen the period of loans ihorc^ than a year 
or two usually land is given in security, although tlie moveables are also ac cepted. 

AaBlciTLTTJBAL FiXASCE. -1 Will better leave the question to ec'ououiists and 
bankers, w'ho can throw much light on it with facts and ligurcs. 

It is not possible without facts and figures to give an Idc^a for various tinaneiug insti- 
tutions. 

Defects. — I t appears that mostly owing illiteracy, the agricuilt urists do not appre- 
ciate the organised methods of eiedit laellities. Besi.ies the t'xislenee «'f that is 
considered a social disqualilicatiiui aud puts a niMiiaT a disadvant agr- in bis social life. 
Thirdly as their wants are not determined at a {airiiculai t ime in a year oAving to a very 
irregular life, Joans are required at any moment. For t)i(>se reasons an hat is requinul 
to provid(‘ good fa<‘ilities of credit to tl»e agri( idtiii ists is easy simple agency to obtain 
money, av luue tlu' debts aauII he kepi set ret. and where money can he obtained bo- all 
requiicnu nts of life. Therefore the best inethA'id will he to have an institutuui in some' 
(ionvenient part of a taluka, which eaji advance loans with the above ( ondit ituts, or some 
persons sJtould bc' ajqatiiited as agents, who w ill o< <Mi])y the positiiai of indigenous bankers 
or .Hou'dirs ami work as intermediate Inik between the ( !oa (iiiment and the agricul 
t \ii-ists, and advance loans on partii ulai intfivsi fivi'd by tin* ( Jovarniueni for said 
purposes till t he rural publie become suIVn ient ly erdighteiu'd and edueatesl, w hen 
a buitable inst it uti4)ii should be erc'ateel. 

Qi'ESTIon AlF'riioDS OF ^]AJtKlyl(^u CinU'S.- 'the imtantant crop from the point 
4)f view of marketing is totlon in the distriet. (ounTally it is carried direct to tlie gins 
or prew^tes and sold lltorc*, <ir oven sold at tlu* vdlages to tin' cotton brokers, who irukve 
alioiit iti the \ iliagf‘s. Ke('entiy p^uiis ate f<»riued and the erop^ arc' marketed through 
co-oj)erative sale s<M-]etic's. But then aK‘ many dil'tieultus in formation of pools, ddie 
er<>ps should In* cd’ the same- quality and rreefit facilities .should be providi'd for, till the 
Avhole crop is actuaily marketed. But it .seem.s on tlie wiiole from the progress of tlie 
co-operative sale soeic'tics that the i<lea of fonniiig pools has a grt at scope and will be. 
greatly ap^iicciated by the agrieidtutists. 

(TtnuiT Facilities .- At ^/rescud the cotton merchants and the co-operfitivi* societies 
advanee money during marketiug. But in ea.'^e <»f tin- former ageney tlic- agriculturists 
have somt' time to sillier n great <’eal by being forced to bind tiiemseJvr'S <lo\vn tsi a (.on- 
tract to sell the [ii'odufc at a particular rate, and tluuetore, tlu'y sometimes miss tlie 
advantages of tiie rise in the pri»*es. (’o-oporative so- ietie.s do give great fatalit hss, but 
they do not go far, being Auiy small in number. }u»r<'ign trade is mostly done* by big 
merchants and not by the agrieuiturists themselves. 

Rest of tim questions in this para, ! leave to the other departments. 

Question n.-Tt is not po.s.sible U) obtain correct estimateof existing indebtedness, 
iHK^ause tlie agrieiilturist s as a class are alAvnys loath to declare tlieir debts before any- 
body, and the best manner to obtain this figure wdil lie to call the leading villagers of each 
village or apjioint a special man to make speiual inquiiy in. this direction by touring in 
the villages to obtain this figure. 

Tills is mostly true of the raniparaj people and poor kunhi elasseH. This jiart of the 
District will fall under the third class, hr., the area not generally liable to famine. 1 a>k 8 
of incentive in actual culiivator’s mind to produce more by the better methods is 
a natural result to the above stateof things. Howvver, In some of the villages where the 



246 


custom of retaining the lands in the same family by the sowcars is in vogue, the 
incentive of better cultivation does not suffer much. 

Quisstiok 6.— Hmall industries such as hand-looms, spinning wheels and basket 
making are found in tliis sub-division, but a very poor minority of the agriculturists take 
advantage of this. Wantof such industries is one of the principal factors of poverty of 
the cultivating claHses. In my opinion the special propaganda should be carried on for 
introducing suitable cottage industries in suitable parts of the district such that the 
adv antage c^an l>c taken by males and females alike and grown up children. It is 
difficult to jK)int out particular industry as suitable to a particular class of people, but 
g*mcrally it can be said that poultiy breeding will be found very suitable among chodhri 
class, and dairying, rice milling and cott/on ginning for higher classes such as kunbis and 
Kajputs. 

The jntdhod of securing capital (Cannot be suggested until a special inquiry is made in 
that di retd ion. But the best way will lie to start the work through the Co-operative 
department* 

Qujkstion bA. - -Weaving of coarse cloth exists in some villages. But for want 
of facilities of marketing and encouragement from general public, this industry cannot 
progress. Tin^ bcsl method of giving encouragement to this industry will be to supply 
good mateiials to them and to keep constant supervision and give directions through 
some Bpocually trained man. 

Question 7. — It is not possible without exactly knowing the statistics of the existing 
societies as regards the loans advanced and their financial position in general to answ'er 
this question accurately. But as a general observation it can said here that the progress 
of the Co-op('rative Movement is not so internally sound as it apj>ear8 to be externally. 
The ])rincipleH of co-operation are not properly understood by the people and even by the 
nu'mbcrs themselves, mo.st of wliom look upon it as ai\ e asy method of obtaining money 
rather than as a Movement of thrift and improving economic condition of the 
masses. 

Question 8.- -The faculities of the credit have suffered to some extent due to the 
Dckklian Agricult uri,sts’ Belied Act, l)ecau8e great advantage is taken of by the debtors 
at th(‘ time of repayment ami t he sotvmrs arc put to great difficulty in recovering the 
amount. As a resalt of this statt? of affairs, sales have taken place of mortgages in many 
cases and tlnu’e is general unwillingness on the part of the sowcars to advance money 
to the p<u)r agriculturi.sts without very solid security. Tliere should be suitable modi- 
fications .so as to disallow many instalments in the repayment. 

SECTION II. 

Question 1.- Indigeumi.s bankers play very important part in the rural conditions 
of India, being very easily accessible- Their main busineiis is of advancing loans, and 
some of them do receive deposits and hundis. 

Question 2. — As remarked al)ove, to a great extent they give loans to agricuituristB 
and sometimes on even insufficient securities. 

Question .‘b-- The indigenous banking is carried on not on any organized method* 
but they follow the <dd custom traditionally of advancing money on khatas or on mort- 
gage of lands, 
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Qtjbstion 5. — Indigenous bankers provide funds for themselves from their 
own capital, or sometimes borrow the capital on easy terms from bigger ,sofvcars. The 
interest charged is from 6 to 9 per cent. 

Question 6, — is not the general practice with the indigenous bankets to in^hvt en 
advances being drawn in the manner siiggested in this question. Kate of interest is 
always higher in kind than in money. Sometimes the quantit y in land, if reduced to 
money, will go to 50 per cent. If the indigenous bankers are financed either by the State, 
or Borne suitable institution created that Wi>uld to some extent work in the same manner 
as indigenous bankers do, the rate of interest will come down. The redu* tiou in rates 
will go to the advantage of the agriculturists. 

Question 7. — There is no general prejudiee against the indigenous baiikt'is iji this 
district, but their dealings with agriculturists are eonducted <mi sfaiiid liiu r, and tlieir 
illiteracy and poverty and general inconvenience of obtainiiig eas\ < iedit els( where are 
taken advantage of in many cases in all possible ways. 

Question 8. — This class of bankers does a great service U) the rural rlss.s»'.M at prestuit. 
Their methods of recovery are also typical. The only step to improve (heir ways of 
working will be to finance them and lielp them in recovery through tlie agency of the 
Stato except long process of litigation. The attitude of the indigenous Vianking com- 
munity w’ill not be favoured to any measures providing for pubiit ity of their nc<.(»vinlH 
nor w'ould that be liked very much by tlie d(‘btorH. 

Question 9, — Tiiere are many cases in which loans are refused on acetumt of insufVi- 
eient security. 

Question 10. — Indigenous banking may be linked wuth the url)an co-<»j»eralive bank 
with the advantage to the former, but it will be better to connect it with tin* branch in 
rural area. The manner in wdiich the bank can inspire the confideiice in tlu* indigt-nous 
bankers w'ill be by financing them for some time. AlDiougii judging from the state of 
these things obtaining now in tlie villages it can he said the bankers would not view 
with favour the idea of any systematic lending on .^ome organized bases, heeau.se soim^ <4 
them have got queer methods of their <nvii of dcaling.s. Th*' i <»mpctition < an l)c a\oided 
by creating sub-agents, w^ho w'ould work as indigenous bankers in .^ome 4*1 th«- villages. 

Question 11.- -1 do not think mueii money is lying idle in the hands of indigenous 
bankers. 

SECTION III. 

Question 3.— The higher classes of luiltivators, which may include Luvhhs, j.aiuiars 
and Rajputs generally invest money.s which tome to tliem after jiaying oul ami ing 
debts, to some extent in building and erecting big; houses, ] < j founii g nuoi iagt s on gjand 
scale, and some of them convert the money int<« gold and m e ji in shape <>i ornanients. 
Few" farmers lend to their fellow agrieulturi.sts bex ause, as n marked al)ove, it is 
considered socially not dignified to go to a fellow’ agriculturist for a loan. 

Question 5.~ Yes, the banking and investment luibit is grow ing slow ly. The main 
causes of this slow progress is the W’ant of economic knowledge pnrtii-ulai iy and general 
illite-racy. Even among those who are otherwise educaUxj^ the kiu n ledge fd the ways 
and methods of the best investment is found w anting to a git at degi t < . Ah for the rural 
public, very unhealthy impressions are created seme failure of banks, and this factor 
coupled with general ignorance of economic principles makes them psychologically bent 
toww'ds looking for very safe, famib'ar and easy ways of investments or advancing loans. 



Tiier<> Kb<jviid be a regular propitgaiida to ineuicaie into the miudti of the pe4»ple the 
knowJfidge of factora that Hhoulti guide them ii> investing or Ujrrowing. 


L('fl(‘r from S. (». Alnotida^ B.A.. LLJi., Jhigu-drar^ Vo-operalim 

Sonr.iieM, ;V. />., No, .1/., dated I.’Uh Sfjdemher to the Ncf/wtrar. 

( o-operatiri- SorietieH^ Bomt)atj Prendenry. Poona. 

Sir, 

W ith refjuenee Ui youj inemoffuidurn No. A. I i.M. 204, daU d :^lst Aiiguat 1 have 

f lu? fionour to state that l)y luv }' tt? r No, A.O.iNL, dated iUst August 192h, I have 
submithai my answef > te» qiwshonH Nos. 1 and 7. 

] have also Kul)ndtd‘d my answer (<» the queHiiiOis n-iuiuig to err dit laedities, llu^ 
ditfereiu*’ (‘xisting in tiu’se faeiiil ies id: jnt<-rmtiand foreign It acle, the part jdavtHl by' 
banks, bankers, na'ichaiits a r:d fiealers riming th<- ptoeess <d itiarkfUiiig by my ofhee 
No. A.U.M., dated 2bth Augu'd ltt21h I therefoit^ (io not mnan to trouble you with 
a repetition of the same* 

1 whail therebtre in thi.s lettm’ attempt i4» answi>i' th(‘ (iuestioni^ otlier than tiie 
aforeKuid, in w'hieh 1 feel inte'iested. 

I NFOIIMATION AVAlLAin.K AS 'to EXTKNT oK KINANOE rUOVJDKJ) IN K I N 1). ''Ph(* societ ieS 

in lhdiadainl ».>hai<i(i Inluka supplied niai7<' and groundnut set’d from ]h2r»-2b Xo 
1929-30 1o the following extent : 




Md . Hs. 


1920 2b 
J92b.27 
I927-2S 
192S 29 
1929-3(1 


fs:} 971 

1,0(12 :;,(H7 

l,79s :hbS(> 

l.slb 4,2do 

I.2S7 2,^?41 


(rrotnidnvL 


Mds. Us. 


192d-2b 
1 92b. 27 
1927-28 


TSb 3.29 i 

2,133 7,709 

2.485 8,814 


1028-29 

1929-30 


Information for othe 


distrh'ts is not so 


2,374 

2,822 


uraUvIy available and 


7,499 

7,38t*) 

hence it is 


Hubmitted. 


not 


QvusTiox 2, —The praetier'*d pooling the cadt^u! of t he meiulx'i s of t he* v-otton sale 
societies is prevalent in Oujerat fiotn the very beginning of the foiniation of cotton sale 
societies. It has worked witlnmt any <*bjeetion or complaint from the me mbers 4>f the 
soctelies or from th\> out sicief merchaiits and manufacdurers who pureViase the cotton of 
t liese soeieties. I AvouUi, however, take thi« opju>rt unity to .say that this practice has its 
limitations which needs be regularly observed in order to make it sat isfaetory and 
A/r. 1. T, Ahnanh, 
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successful. The cotton in Oujerat ia generally picked in three lots. The cot ton of the 
first picking and that of the aeoond have generally not much to distinguish lx‘t the 
two. The cotUiu of the third picking, however, offers inducements to t he memlH'rs of 
the societies to make an attempt to bring kapas whicli may bt) mixed up with leaves. 
While accepting cotton of the third picking, the members of the Managing Committee 
have to exercise caution and plaiusjiokenness with the member while he britigs this 
cotton of the third picking to the society. In (lujerat, the members of the Managing 
Committee immediateh' inform the member about the (lis<M)uiit whidi will be deducted 
from the av^erage price which may be paid to him when the acciunits arc squared up at 
the close of the season. As the gin-owners or merchants also adopt the practice of 
offering price at a discount for the yellow stained or the leafy kapas to their consti- 
tuents, the members of the cotton sale societies arcept tlie decision of tlie comniittet* in 
tills connection without much grudging. Hem e 1 stale t hat the prio t ice of putoling (‘an 
be accepted only in areas vn here the soil and seed are of uniform type and then' too for 
in pas of the same picking. This phcnoraenoii was brought out ini(» promineij(‘o during 
the season of 1929 when owing to frost the kapas of t}u‘ agriculturists vras badly 
damaged, both in point of quality and quant ity, and tlie agriculturists in their anxiety t o 
receive as much return as possibli- from th<‘ produce of the tic'ld did much of the work of 
picking by themselves and tried consciously 4»r unconsc iously to pick tiio knpan along 
wdth the leaves or shell. In normal years, the work of picking is generally left to tlui 
lalxnirers wdio being naturally t»ot very particular about the gaiii to t heir mnploycr do 
not show' so much enthusiasm as t(j mix up the lt‘avi's with tht' and lluis the kupas 

picked 11 }) by them generally Uapperns t(» l»e clean. 

't'he practice of pooling has om^ main a(lvaulage ot avsuding any hear t bui'ning for aiiv 
one of memlu't's of the society and giv ing siiflici(\nt imsuit ivt‘ to the so( i(q ies to cmsnirage 
to spread uniform variety of seed. 

Qi'KSTiON 4 . — Legal niPinnMENTS to mortoaoe of lands ani» aguku'ltiihal 
HOLDINGS IN ('loji'KAT. — As the Unrecognised portion of a bluxj or n/inn eannot be 
ali<‘nated the Bhngdari and Karvadtiri Act works as a legal inipcslinKMit against alimal ion 
t>f such lands in Broach and Kaira districts. 

As the Mewasi tenure has not been delinitely detined the agi icultui'ist.s of Mr^wasi 
village in Kaiol ialuka 'm Banclimahals have their ditli( ulty to ol)tain linance. 

Land Mortgage Ban ks. -dn the Broach district a land mortgage society has been 
registered in January 1929. The Bank has lecciitly si to t ed work. As the liye-laws of 
the Bank and the mode in wdiich debentures are to }>e issued to semii c nef cssary tinaiieial 
facilities have been settled by the Registrar i n eoiijirnctioii wit h jrrominent co-opcratoiH, 
I do not repeat the same. 

Improvement in the Record of Rights and the title oi;' owNF.Rsnir to simplify 

REFERENCE AND AVOID POSSIBILITY OF DfSIM^TE BV NON MEM HERS. —The entry 111 tho 

Record of Rights at present creates only a presumptive title in favour of the person 
whose name apy>ears therein. If it is so provided in the Land Revenue ( 'ode that 
the entry in the Record of Rights is sufficient notice like registration of tlic claim 
of the pfcTson in whose favour it ia made and that if it ia undisputr d for a certain 
period, say for about (3 months, the entry Ixscomes conclusive evidence of the title of that 
person, the jmssibilities of dispubis and eounterclaiin.s by memljtirw or non-members 
may be avoided. Should the suggestion not meet wuth the afiproval of the Registrar 
as quite adequate to meet wnth the difficulty, it is Hubmitted that a provision may be 

MO Y S3 — 32 
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added in the Laud lie venue Code that a notice by tlie Land Mortgage Society calling 
u|K)n the claimantH to the pro{)erty to submit their claim within a apecified jieriod if not 
complied with may l>e taken aa debarring the claimant after the expiration of the said 
period from putting forward his claim. 

SiMruriCATioN of thk pkooksh of MoRTOAaE Baxk on the event of non-payment. 
— Keference is solicited to the Kjiggcstion made by Diw^an Bahadur Malji in this connec- 
tion to the Managing Director of the Provini iai Bank in his letter dated 15th May 1929, 
copy whereof is submitted herewith. 

The souhces from which the wokkino capitai. of the Moutoacje Banks sHorEu 
BE DEHiVEi). — Share ca^jital arnl delMudure bonds sliould \ m ) ]ieg4diable security 
marketable w'hcnevcr necesHary. At least the intcreftt ovei these debenture bonds 
should bo guaranteed by (Government. If the nnu lgagti bank can laist; money Ijy issuing 
debent III o bonds at 4 J per cent, or at 4J ikh' cord., the umount may be advanced to 
the members at Oj P***' cent, or at bj per cent. 

MEAStTaE TO SECCKE GOVERNMENT AOAINST CNKECESSAUY LOSS. - Tilt' Board of 

« 

Direetorn should be so constituted as to have ndiKjuate CG<»vcijinj<-nt su[Knvisioii 
over the working of t he Bank. 

(2) That delwnture bonds should be issued by t he Bank according to its necessity so 
that the share capital subscril)tal by the membcr.H, thf' lands oih rml l>y the members as 
security against long-term loans as well as tin* repaymenls mntic by the m(nnb(‘r.s from 
year to year under thr‘ amortization system together witli the itmcj vt' fund may serve as 
safeguards against any unncccKsnry loss to Gtivernment. 

Any other srexiEsmtN for the provision of lono-tekm ricEinT aoainst s<^i no 
HEFtfRlTY. — None as has 1 h*<*u found out by all otlier Knropi an countries. 

Question 5. Information is being await^-d from tin* Auditor as tlcKircd l)y 1 ijc 
Gommitfee. 

Question 0, - Si usiDiARy Industries allied to A(SRi(’i'j/rrin:,~--HaiHl-8pifining 

and to some extinit Imnd-weaving by purtduvsi* of small looms at about Bs. ID to 15 pn- 
loom may be introductMl to the benefit of the agricult mists and tj)c depressed < lasses 
especially in areas where agrii idture seasons arc uncertain. Cottim ciunfuiis <an he 
started in (Jiijerat at convenient eentres located lu ar the (entia} marlu't and with the 
ginneries may be attaclu'd machines to form iiec<»rtication of groundniits and preparing 
tur dal. Garden produce and f/ar-making are being carried on in Ib.d.-ar, ('hikldi 
and Bardi ialuLns of fSurat district. Ivi<-e-milting may be taken uy* in some of the villages 
of South Daskroi tahika of Ahmcdabad liislriet and the Bardi ialuhtt of Sural disti ic t. 

MKT1HM)S by WlllOtl Un'E-MlLLlNt;. </?/r-MAKlNAi, ( OTTON OlNNKUlKS AND H AN D-\VF, AVINO 
I’AN BE ENOOURACiKD. — Kstablishiuent of a sy^ttnnatized markt t. whieli can standardize 
weights and measures, improve packing, help *organisat ion on ct*-opei'ativc lines and 
secure them facilities of adequate finance during Hie intein a] before f lic actual sale of tlie 
]Uoduce are some of the nKnvsures wdiieh may help tlie jirodm er to secure better returns 
for his produi;e. The success in this direction may be acf eierated l>y app<un1ment of 
grading officers having necessary knowledge of marketing. 

Best methods of secukino wtirkino cafitai. and pri>per mabketin(; I'AfiTJTiEs 
AND FiNANtTAi, maOhinery NECF.BSAHY FOR THE Fi RPoSE. — In rural arca.s wlieio such 
#o-4»perative societies for marketing the produce are ojganis<Mi flic wmk of financing 

Mr. J. 7\ Ahiuiiila. 
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t horn may bo i^nt rinf fni t he (iistrii f ^ out nil bunks. In urban areas and in ialvJca 
t-owus, oo*o|.>©rativt* snt'ieties for this purjMtKo can Iw linanced by the Co-oiierative 
People's Banks, The people's banks and the distriet banks are in a iKisilioii to give 
them necessary facilities for marketing their produce. 

The ini iJ ENCK oi' Coen'EHA'rivt: Societies and iivNKs for encoitrafino savino.s 
AND INVESTMENT H ViJiTS. — The system of eompuU^.rv benev«»hnd de|sisits, the intro- 
<lu{'ti(vn of share cajnlal in s<»cieties Avith nnlimilt'd liaVhlity. tlie adoption of u system 
of ac'cepting depofsils for five years and more at a rate of intAoest amounling to 6 ]>tT' 
(Hcil. )*y the IV'ople’s banks and soviet tes ivith liniite<nial>ility, have encouraged people 
to pracliee sa\«ng halhts by tlnonselves as weil as through their dependants. 

'Die distiMct hankie in niial art'as aiul the people's banks in urlinii areas wmiltl in a 
position fv» eii(’<Mirnge the j^ractlieof tlirift in case they brancljcs to accept savings, 

current and tixe<I d{']>oot,s and to aiaepl ('beijues for colhrlien of payment. 

Way IN \A Hl< H SA Vt NOS «tK ri:liSoS l NWII.UNO 'ro EAIIN INTEtlEST MA\ RE MAIH: 
AVAiEAHiJc I OK rm: i;( foNOMU' f)K\ ki-okm ent of the cocnthy. — kret' services like 
coliecrion of rfUMpiesaud ])avmen( of premium on iiisuraiu'c policies by (‘heques 

and other ta< iiilies rany be given to vompensati’ these persons for tiie good will and trust 
shown by tlu'jn to\^ards tlie bank. 'I’lu' i>ank should also grant them over<iratts 
against T lieir iixed deposit reiaujUs at a nominal rate of interest of about 1 to 2 per cent, 
as the (lepositeu* d<)C'S iM>t re('ei>'c any iiiliueston his deposits. 

ScEi TAi, r veii.iTi i:s lo THE s.mak!, a<0!Ioi i.rrms'i’s AM) smam. i s v est< irs oi' th e 
roi ntrv io take re some eohm oe (b>\i:RNMENT Neci rjtv. The diKt.rie.t* cMvidral 
banks aiiij th(' jH'opje's ieinks majy' i)e allowed toMAuk as ]-(‘vognist‘d agiuits of (lovern- 
meid for pun hasi' and sale of <M»\ernment seeurities in tlie same way as (he imperial 
bank of 1 ndia. 


(Jijowm oi' pHEQi i: iiAiur, 'J'J 

liabits so i’iir as tlic- Movement is ( 

lie jollouing tigure.s Mill shoM' Ur* growth of cheque 
-oneerned ; - ^ 

# 

( lif 'qyf .s 
received. 


(■lieq urn 

reiu iUed. 
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The main reason to ray mind is that banking in the western form owes slow develop- 
ment in its popularity to the illiteracy of the masses, if illiteracy ia confined only to 
absen< e of knowledge of the KngliBh language If vernacular script is introduced in bank- 
ing the growth of cheque habit is likely to l)e developed. Besides rigid and literal adhe- 
renco to the rules and regulations of banking by banks estubli.shcd on western models 
may not be found to be quite accommodative for the people of the country who are 
accustomed to expect their indigenous banker to wwk more to their convenience than 
his in small details of their transactions with him. It is submitted, therefore, that the 
l)anks may with advantage make their rules, a bit flexible and accommodative in the 
initial stages ho as to make themselveH popular and attractive. 

While submitting iny replies to the questionnaire, I had the benefit of (tonsulf ation w'ith 
t he SiHn ial Auditor, tlo-ojvrativc »S<^cieties, Surat, and hence the wdection of questions 
for reply and answers to the same have been made and written by mutual consulta- 
tion be tween us. 

'J'he auditors in the Division w1h» att(‘nded the ('onference of the ( Vttton Sale Societies 
on the 8 th September werf^ also consullefl by me before drafting tlie rex>lies. 


f 'opy of the. Uuie.r datul Jfilh 1929 from Diiron. iUiinidvr A. V. Malji lo ihr 
Managing liiret ior, I'hv Bombay J*rorinruA ( 'o-aperaiirc Bank, 

Ltd., Bombay, 

Vour letter No. d-lltylO, dated Dth instant. 

“ 1 am of oj>inion that as tbc snbjtnd is to b<‘ dealt willi by a ihatvincial legislation, 
a section to the billowing clfect may be suitably a(l<led tf> the mw Act :■ 

“ For satisfying the Arbitrators' awards or Liquidators' okUis inad(' under the provi- 
sions of this Act and wliicb ^av(’ not Ixen otlierwise lealiscal for ovc)' one year after the 
date of payment mentioned in the said awards (u' orders, tin* lUgi.strar shall, on [luliliea- 
tion of threi’ mouths’ noli<’e, have the power to sell througli his agency l> 3 * a public 
auction the mortgaged property witliout the interveni f<'n of aryy Civil or Kc venue Court 
notwithstanding anything to the <'r»ntriiiy eontalind in an^* other enact ment. On 
eonfirmatiou of such sale threr* months after it is held, tlie mortgaged projiertA^ shall vest 
in the purchaser 

Oral Evidence. 

7515. The Chairman : Mr. Alinaula, arc an Assistant Registrar, Co-operative 
{Societies, for tlie five dislriets in the Northern Division ? — Yes. 

7510. {Since when 't~ Since duty 1925 with a break of alxmt six months. 

7517. Which district in Oujerat is the most developed from the co-operative point of 

view ? 1 think Broach is the most co-opmativoty well devclojK'd district in jxiini of 

credit societies, and Surat i.s most developed in point of sale societies, 

7518. Taking the case of Broach, it is saitl that members of co-operative societies 
do not get siiiheient finance even now. How for do you agree with that view? — 
Ihiring the last few 3 ears owing to floods in Gujerat, the finaiue may have to l)e 
restricted ; but they ofitablished the system of x^^* ^^****^^ ^ke maximum credit 

Ur, 1. T\ Almauku 



siatcment and with that Htatement, I am .sure, the diftteulty <»f tiiiaitce would 
be removed. 

7519, Have the goiKi members of the aoeiety been liimiued *»nly up to the limit 
fixed ’—In the frost affeeted areas whevre loans are required by members, who w^ere 
in the past found to be good members, we have taken care to see that the limits an? 
raised, and in their ease speeial limits are sanctioned in order to give them fa(’iliti<'s ^or 
seed and for obtaining other agrieultiiral necessaries. 

7520. Is that done to j)revont such good memberfi going to ,'^>ouxar,i ?— Yes. 

752-1. J-)o you appro\(‘ of the suggestion which has heM-n made to us that the big land 
hevldeis should be separated from the smal! agriculturivsts, and these big landholders 
should form tluunselves into a separate s<K iety or a bank? Will you have such a 
separate society or a bank for big lanelholders in eacli distriet ? In the Broaeh 
distriel or in tht* Surat district I would not make any such suggCvstion. 

7522. Would you make it in Kaira V— I Imve eorne to realise that most of the members 
of societies are ba<’k\vard people, and g<»od peoj>le never j<»i n societies iji fi/IaJlas like 
Anand and other nnrtliern taluka.s, and 1 am (<>1(1 that the big fuitidar gvih money at a. 
lower ?’ato of irderest, ajul in that ease, if a sepajute .so( iety or a hank is started, it wunhl 
be better. 

7525. Whom would you t ail big pubV/ers ?- d'hose <'Wnijig ahoiil 50 to 00 aeies <*f 
land. 

7524, Would you leave <mt th<' .<inall po/n/i/rs ?- They do not join. 

7525. At what rate of ijitevest can they get loan • from oiit.sidt ?- ’-I’boy say that they 
<*an gel loans at 0 oi- 7 [•er cent. 

7520. Will you t\a\e a se]»arat(' bank in a parlii ular Uilvko ?- Not in every Uilvka^ 
idle position in Kaira distriet is such that tliey cannot timunc individuals. If 11ies<' 
jxiiidartf lot in a socic'ty of thei? own, and if they want big amounts, they shotihl find 
dcjiosits at a low'er rale of interest, and they should start their ow n bank. 

7527. A central bank ?* A zentindars' bank either on limited or uiilimiteti babilitv ; 
otherwise the Kaira bank slunild be given powtu'slike the Suiat <iistn< t bank to finarue 
individuahs up to a cm tain limit, and when tmi or twelve patirlars join the society, they 
may be given a separate so( it ty. 

7528. Even in Surat the advances are limited ?- At presint there is limited tinam e 
given to individuals, and all the individuals do not eorae from villages, but they come 
from the city also. 

7529. As regards these district central hanks, has there been any proposal for them to 

take up the administration of sub- treasuries anywhere in Gujerat In Broach. 

7550. Has that que.stion been decided ?— It is under eonsidcration. 

7651. What is 3'our view- ? Do think some of these central hanks are irra positiem 
to undert ake the management of sub- treasuries ? — Yvh ; we have started engaging 
B. Com.s in the Gentral Bank in Surat. 

7632, B. Com.s with experience, or fresh B. Com.s? — B. Com.e with certain experience. 

7533, Do these societies charge penal interest in ease of defaults ? — The sooietiee 
do not charge penal interest. 

7634. Do the^’ not charge even in some cases They do not ; even in awards they 
do not charge- 



254 


75^5. Do banks charge penal intercBt to societies ?~-In four or five cases banks dc» 
charge, 

7530. What is the policy of the Department alxMif this questiow ? — The ]^K)liey of the 
Department is Jaid downi t hat tio penal interest sliouhi tn* I'hargefi. As regards banks, 
it haa l>eeii laifl down that })ank8 should not eharge |K'nal interest, and the qiiestior. 

Ijctween societies and merahers is under eonsiderat ion. 

* 

7537. tn ease (»f Kaira, I find that it has remained more oj’ less stationary during the 
last three or four years. Has tiu? Movement iH)t developed there V -The Houthern 
ialuhas have been de\e]oping ; and in the northern laiukaa last year Matar luJuka waa 
afleeted by frtjHls, and ht^fore that by floods. In .\adiad the vdlages <»n the river bank 
Were affected both hv fhiods and frosts. So in the northern UdukaA the tiuanef' has been 
difficult. 

75MS. In bad years, is there not a greater demand tor linanee V We liave more to look 
to consolidation iii these tract h. 

753th Do tfu' figun‘s Tm-ntioju-d in your lettf*r repn^sent tin' actual aniounls atlvmnced 
during a year, or do (hoy rcprcHcnt outstandings V Otitstanditigs, 

7540. If in any [particular y<'ar thru'c Im\e heeji ]ica\y aiidhts, would the amount 
actually advancfMl l)e eorrc.sfMuidiiiifly less ? It ca]MU)t lx* saitl, lac ausr iirivances would 
he made in hjvd years to imunbers who have b(‘< n d(‘s<'rving. I'or iiie Ire 1 two yt'nrs the 
arrears hav(; Ihou <lu(? to had seasons arul thaHls and fjosts. 

7541. Does that not inean that the t4)tal amount s advaiced w ouhi be less V \ es. 

7542. In yiPiir letter, in ease of Surat District Co-operal i\ e Hank Hk' woikiiig (‘u[)itai 

is Rs. 19,32,(125, ami the loans advanced amount to only Hs. IhSlJl'.Hi ?- Tiu; fart is 
that. Honu' rcM-overv is inadt' before March and soim* after Mareli. I made eiupniies 
and found that the Surat District (Jo-operative .Baid< laM ovcn d to tin- e\t<Mil of 
R». after Maicli after If le agrievdtuviKt.s g<pl nmney from the mango cioj). 

7543. If Hs. 4,14,<t<M) are }i<l<led to th<‘ amount of Rs. 3,-^1. bbtb the total advaiU’CS 
would eoine to about 8 lakhs of nipees. Still, the Hur[>lus is more than fifty [x“r eejit,, 
can it not be invested V- It cannot be invested. In Dlpad lnhika^s tiierc hjc 
non-memlH'rs' do|K)silK. The Surat District Hank has six to seven lakhs in savings 
liceounts, and it has an equal amount in run eat account, and it has to ket^p fifty javr 
cent, as fliiid resource.^. If the [)olicy of the Bank to finance eotU)n sale .societies at the 
aame rate of interest as i.s charged on finance for current agricuUuiai requireirients 
undergoes some modification, the complaint of the cotton sale staieties would be 
reduced ; and tlie Bank would be in a jmsition to invest a [nut of its surplus funds. 

7544. The Chairman : Do sale societies require short-term tUiaiiee Yes, they require 
short-tenn fiuauee f<u* about four or six niontbs. 

7545. Is short-term tiuam^e intriuluced oii a very large* scale here ?• In almost all the 
societies in the \'ag»a falnka it is iiitrodueed. 

7540. Is it introduced in the whole of (Jnjerat ? — No. We are tliinkijig of introducing 
it, Now^ the tendency of the members generally seems to be in favonr t»f this system. 

7547. Referring U> non -members' deposits you seem to think that it is not a good 
system in Hoeieties ?— Yes. 

7548. Are they not in a position to meet the demand of a non-memlx^r when 
ho demands his money 1 — No, 
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7540. Arc the ix-riods >f non -members’ deiK>sits so fixed that they are reasonable so 
far as recovery time is coiuenied ?— -In some eases you will find that the time of re- 
payment is lixed at the time of the season when societies have no money with them to 
pay. 

7550. You seem to suggest that the Surat District Bank should give more money 
for encouraging subsidiary industries. Wliai soit of industries could they eneourage 
in Ciijerat ‘r Has it Ixaui decided by aiiv eomp<*tent agency as to wliat industries could 
sm-eessfully introduced in Gujerat ? — The Direetttr of Agriculture, the Kegistrar of 
(U)-operative Societies and the prominent eitizens of Kaira Distriet met to consider the 
(juestion of start iiig aereamery society. D was mdieed tliat a grant «d Hs. HtKi or 550 
would l>e I’ecjuired to subsidise this industry. 

7551. Do you want a grant <»f Ks. 500 or 550 for each member ? No. For eacli 
c reamery society its. 550 will lx* recpiinul. 

7552. For what lU’ea V — It will bc' conLined to a group i)f villages. W'e Ihcui postponed 
the ( oTisideration of the selieme ai d tlie D<‘puty Director of Agricultine advised ns that 
it was necessary to pay greater attenticui to the* breeding of buffaloes Ixdore we can take 
to ejfuniery, 

7555. Has any cUher subsidiary industry l>een started Y- We have at Pardi navar 
weaving. 

75.54. this itidu.strv require linaiucY No. Piopagauda is wanted. 

7555. You suggest that a. M4»ei<-ty slioufd la' sl«i{>p('d aitoga t he i‘ fiom ft'ceiving ncui- 
nieinheis' (leiio' it.s. Would tiiis not (i:y up enc* soukc «if getiijig rapital Y Wltere 
would non-in('Tnls'rs kt'c p tlu ir iicypusits Y- 4’hey would kec‘p thc'ir dejosits in the 
district laink. 

75r)<h \\o\ild tlu y i-afe to de]>osil their nuausy in aT» iistitiitlon which is not c'lnse to 
th(‘in Y - 1 say liuat the di.stiiet bank may be indueed to opcai iu'auclies in tbe talvka 
towns tor the .'^ake 4.f rcei iving non-nienibei s’ depo.'-its and ciuir'nt dcjiosit.s. 

7557. Will thf' men have eontid<'nc«‘ Y 'riie Sjiiat District Bank tu»s opened branches 
in sc'vcrai p}a<'cs. 

TufifS. It has oxjciu'd biauchcs f<ir tinanclng as well as f<u' recaiviug depDnit.s, 
lues it not Y' hirst tiicy can r*' - r dve (lep<?s)ts aiul then they can liiiafit le 

755!k As regartis the nu< rkut dug <vf pKnluct^ yoti hear<l tlie la.st wdne.sK ,si(v that the 
iiii<'rcst.s of agricult urua-. sulfer Ixa-ause I here i.s warO of corupetit i4'n among'- 1 the buyu'r.s 
especially itt the cave of eottmi. Do you agree with him Y- 'I'heje arr- the agents nf 
Japanese firniH and commission agents who are actually eoinpcting a.s to wlio would 
pay a higluu- aimmut against cotton. Th(*o- arc people wlio advanec (>(> p^r (X'nt. ut»d 
7(» j;x*r cent, and in tlie boom pc riod people .advance cent, pej^ cent, jcrieesof (‘ott<»n and 
Ixrok cotton to their ow ir firriis in Pauiibay. It i.s really a competition for Broach. Jf 
the quality of cotton is inferior tlien. tfiere Avill he a lark of ( <unpetiti<iir 

7500, Is tlie number <.f buy(*rs lestrieTed in Bia>arh Y — No. 

7501. Do agriculturists suffer a lot <»wing to ext4)rtion when coDon is being 
purchased Y- — Y es ; they do sutler. 

7502 But. if t li< re is keen eom|»-*tition such .sort of extortion sliould l»e miidmised ?— 
But when they g<> to giirs, they have to pay eertain euatomary erharges. 

7503. Apart fiom eustomary eiiargefc is there Karda ? — Y(*s, there may be. The 
gin-ow'ners liave their agents in villages who may be the local dalaU or the local traders. 
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These persons vhile purchasing c<>tt<>n may be following any tactics They might even 
buy it on their own act ount. 

7564. WJiat is the practicsc iiero ? — There are dalaU who do so. 

7565. And amorjgHt these people who buy on their account are there any who play 
this mischief ? -Yes. 

7566. You are referring to the amount placed at tlie disposal of the Co-ojxu ative Move- 
ment by Government. Is much of it being utilised in this division ?— Much was not 
kiK>wn about it and when wc brought it to the notice of members, tlu^y freely applied fi>r 
land improvement. I have come across cases where they have freely applied for land 
improvement. 

7567. Have there been many euse.s V — I know about five or six case.^. 

7568. But if more was known about this scheme, do you think that there would be 
more applioiitioiiH V — Yes 

7569. Fill* want of suthf ient propaganda does a largo iiortion of this amount remain 
unutiliBed ? — It may be one of the rf-asons. 

7570. Do you think that this is a sound seheme or can the Co-o[K*rative Movement 

sanotion funds for i(*ngderin requirements out of its owji capital V I tliink t hat Govern- 

ment htccavi should 1 k‘ l here. 

7571. But what are the other reason.s ? The Agricult ural l>cj>artmcnt whenever it 

comes across cases lik(‘ this should immediately bring it to tlie nnlicc of the .society and 
should try for tlu? uiemls'i’ t<* get iiis h»an through the s.ocu^ty. 'there must he s<*mc c<e 
ordiuutioM hctw(‘en the Agricult urn! Department and the Co-operat i\ c; Department 
and they must work together, 'riiis is also a part of the propaganda. 

7572. On the Baine page you say that the village ,'(oi(xars deposit their m<>n<‘y in the 
rural societies V^es. 

7573. What rate d<j t iiey g<‘t ? -'rill 1926 it wa.s 7 per <,‘i‘nt In Gujerat it has now 
been 6J luu' <'<‘nt. for non -members’ diqswits. 

7574. But is this ra.t(5 higlicr than tin* rate at whicli they atlvatict^ to agriculturists V — 
It may not be «o hut tlicy prtder to deposit their money in societies because tliey get 
theii' money back when tiu'y want it, 

7575. You say, Co-ordination between the lm|)erial Bank and the joint slock banks 
is possible through the Brovincial (\)-opcrati ve Bank and the land mortgage bank, -w'hen 
one is started Will you please dt^velop this a little ? How can ihe Imperial 
Bank and joint .stock banks be brouglrt together b^' the Provincial Co-oixM'ative 
Bank ?- If the ProviiKual Bank stands in need of tinance it can, by depositing the 
bond-s of the societies which the societies pass to the Provincial Bank, get financial 
assistance from the Imperial Bank. 

7576. But you .say t hat co-ordination between the Imperial Bank and joint Ksiock banks 
is possible through the Provincial Co-op<‘rative Bank ? — Because when a land mortgage 
bank takes up the business by starling debentures arul when these debentures come in 
the market, then iiiliase the Provincial Bank is to wtwk as the Apf'x Bank in the province, 
it will require bnaiice and also facnlitieft to make the delientures marketable in which 
event* it wdll have to seek the co-operation of joint stoi'k banks and the Imperial Bank. 

jl/r, /, Almaula, 
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7577. You that the Co-operative Movement does not advance amount'll for doviTies 
or for ceremonies in connection with obsequiea. Do they not advance for marriages or 
for death ceremonh^s ?■ — Where there is a high dowry they do not advance money. 

7578. Tire n the members must Ik* going to marant ? Yes, Ijccausc tin* society cannot 
afford to advance a large sum of money. 

7579. But if a member goes to a sowrar and borrows from him Us. 4 , 0 fM) or Rs 5,000 is 
not the position of the society also shaicen Docs he continue to be a meralKT of the 
Society after tliis ?— In some cases it i.s not knownt the society w liether a member has 
borrowed from a ^owcar or not. 

7580. Do JHJt the managing committee memlx‘rs try \o tint! out what the ouTsich* debts 
of members arc t)efore making any loans They try to tind out w hat are t heir outstand- 
ing debts, but the memb(‘ry generally tcM them that linancc is lequijcd only for <Mirrcnl 
purposes. 

7581. Kven though they are heavily indebted rmtsitie they ask linancc for currmit 

r(‘quiromcnts ? Yes. 

0 

758-. But does not th<‘ smecor go tirst and take the piaalucc ? No. 'the mcinlKis 
some how' or otiicr take care to sec that the prodtn^e i.s brought into tlunr possession or 
llie sal<‘ proc:eods of iv utilised towards payincnt of the suci^dy's liability. Rast y<‘nr, 

I was told, in Bai'dJ a sum of Rs. or Hs. 70, (MM) was spent in niarriagi's. 

7583. As regards peoples’ banks, how' far ar'* they tiuaneing l«)cal traders and 
merchants ? - Heei'iitly co-operative banks have commenced to tinance local traders and 
merchants. 

7584. But they have large surpluses with them while the ne(‘ds of particular towns 
are not Hufficicntly 111(4 ? — They ar«M>f (^lur.sc trying to get th<*ir 1 imits i ticrcased and 
w'h('i\cver there is an aiiKmdment we do not <*ppose it. 

7585. Is t!\cre efficient management in all these banks ? - 1 cannof say for all Ininks. 

7586. Is tht‘ Supervising Union doing anytbng to improve* the work of the societies ? 

-The Iniion maintains a supervisor. He is a B. (5>m. or a (iraduaic*. He visits ev^ery 

t>ank onci' in tlirce months and <.halks out plans and if the Rnion has any suggestion 
to niak(‘, he mak(*s t he suggcstioTi to the Baiik tui<l trit'S to sec that it is carried out. 

7587. Is h(‘ an expert banker ? I cannot say, but t})e managing coTninitfcc memlau.s 

are comi^^wised of pcr.sons having a good knowhvlge of bailing. 

7588. But do they not require any advicre from out.sidc Tliey do want it but at 
present the Imion Committee is quite eomjadent to give adviei'. 

7589. Ifiiid from the stateraent that a large part of the working capital of last year 
W’as not utilized and was lying idle. The want of an ini.!rease in liinitH might be one of 
the reasons for its non-utilization. Can it be due to tlic absence <»f external advice 
also They do not only w'ant the external ndvi(*c but thc^y want also (expert 
management. 

7590. If there is no expi^rt mariageraent, the need for advice, is still grciater ? — Yes, 

7591. About advances in kind I tind that the quantities advanced are comjiaratively 
small considering the extent of the taluka and the number of co-of)erative societies in 
Dohad ?— Repayment in kind has been practically for all the crops but advances in kind 
ia only for certain 
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7592. But if they go to the village money-lendeni for their seed, they would naturally 
take their produce also to them ? — ^No. The village money-lender has entered into 
a special agreement with us and has agreed to sell them seed of the best variety that is 
available in Dohad at a imce which is not in any way higher than in Dohad, and the 
Special Mamlatdar always watches him there, 

7593. Who pays for the seed ? -The price is paid by the Special Matnlatdar only for 
the meml)ers, 

7594. Indirectly it is made by the cM>-of)erative society ? — Yes. 

7596. Does the bania give seed on credit No. He will send his account to the 
Special Mamlatdar who will immediate!}' pay. T want to know what these hgures 
represent in the statement ? Do these figures represent the advances in kind 
through merchants <»r advances in kind given dinnrt by the co-ojK'rativc societies ?- 
These figures represent the advances in kind made through the recognised merchants 
to members of societies. 

7599. Do these tigures represent the total advances made by co-operative societies 
indirectly Yes. 

7597. Bui is this enough for all the members of the society It has hi'en found enough 
and iM'sides members have their own seed. 

7598. As regards pooling, you say tJiat cotton is mixed up and there is t his danger ? — 
Last year the picking was done not by labourers hut by the members of the families 
themselves who in their own interest to increase the weight of cotton did so. 

7599. Are largo advances made by Hawcafft on standing crops ? I was informed that 
there is a sysUun of tlie advanee on standing cr(»ps. That is why we are maintaining 
a bye-law whereby the members get about J<s. 4 to 5 per acre on standing crops in the 
weeding season. 

76UO. Is not here already a sufhivient number of cotton ginm ric'^ Hnt tJiev may 
not Im' on co-operative lines. 

76tll. Mr. F. L. Mehki : Will not cotton ginneries on co-operative lines have to face 
competition also ? — If there is loyalty, competition dws not eeunt nujcli. 

7692, I'he Chairman : You want the urban tinaiicc to he eutireiv separate from agri- 
cultural finance V -This is for marketing goods juoduced by co-o|H‘rativ(' produceiK’ 
societies. 

7693. VVliy dv» you suggest ffiat the marketing of industrial societies should he done 
f>y an urban bank and not by a central bank A central bank has not the facility nor 
the organization to deal wdtb it. My idea is that there should be an information bureau 
as is established in Kuropt^an eountries. The urban bank can maintain a room where 
it can expose the goods of these industrial societies and at the same time give them the 
necessary facilities to send them t<> other ti>wms for sale. A district ))ank will not l>e 
able to do this work. 

7604. About privileges, you suggest that in order enable <‘0-operative societies to 
increase their reserve fnnd Government should give them the right to cut liabul 
trees In Ahmedabad contracts are given to other jieople and they are selling the wood 
in the market and even by private treaty, Thertdore, as 1 have said in my answer, in 
order that co-operative oocietiee may have a substantial reserve fund, Government should 
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give tiiein the exclusive contract of cutting such babul trees as are dc?emed tit by Govelrti- 
ment for cutting in the village or those in its vicinity and the surplus income which the 
society may get from such coniK cssional contract should be carried to the reserve fund of 
the society. 

7005. Does not this practically mean a grant ?■ - No. On the contrarj' 1 place it on 
a higher level. You are creating thereby a spirit of unity. 

76(Ki. You say “ Under section 111 of the Act VIl of 1925. the societies have under 
certain conditions first charge on the produce of the member grown with the loan from 
the society. It is very difficult to enforce the said charge. The procedure for the enforce- 
ment thereof deserves to be simplified by necessarj^ modifications, by adoption of 
rules regarding notice of the same, as it is not enforceable against a hona Jide purchaser 
for value without notice. ' How' could the procedure be simplified ? Kspecia!ly in 
a plaic like Doliad where th(‘ mivcar is predominant they find it very difficult ts* enforce 
this L'harge. Therefore, if some simple provisioji like the one I have ejuoted for the 
Pancli Mahals <iistrict in the notes I have given to the Committee is enforced, it will 
prevent the people from taking away the entps of the membervS, and it will nls(» ha \ c 
some salutary effect on the memluoK themselves and it will ensure rc<s>very. 

7007. You say The co-operative ginniug siufl^ties should Ix’ given tlie (’onccssion of 
digging the earth from plots of land belonging t4> Coveinment and sand from the bed 
<»f the river free. ' ?- 1 have sufficiently realised th(‘se difficulties iii the <’a«e of tin* Sonsak 
CiuTiing Society. The s<»( i(‘ty is bu-ated oti t he bank of the t iver Tapti and they have to 
approach the canitractor f<ir tlu* purffose. 

7h08 Is the tight sold hy auction to the same contractor ? Yes. 

7909. Is the sand re(piir(Ml for building pmrposes T Yes. 

7610. In that case all six ietios who may go in for building purposes w'ould require 
this conc<*ssion This concession may be given to housing staieties also. 

7611. You say that there is n<>t much co-ordination bet wxxm indigenous bankers anii 
co-operatives societies. Do they help you ur ilo .soeieties help them ? In ti)e iSurat 
liank they are on our Board of Diieetors and in the Kaira district too hut not in Broaeh. 

7612. So there is a certain amount of mutual co-ordination ?- Yes. 

7613- Can you tell us what is the |)ereentag<* <»f tlie total finance required by agrieul- 
turists provided by the ( ’4>-operative Movennuit in Cuj<*rat 1 cannot give you any 
definite idea. 

7614. Does it provide one-fourth or one-sixth of the finanei' requin rl V- 1 can say that 
the Co-operative Movement has yet to provide part of the* a greater finance required to 
meet all the needs of members. 

7615. And it is still the village money-lender that is mostly financing agrieul- 
turists -Some ,'iowcarfs may do it. 

7616. This being so, if certain facilities are given t4» the money-lenders, would it not 
be prossible for them to finance agiiculture in an easier way than the}' are doing at 
present ? — No. I would not give the money-lender any facilities bexause he would be 
utilising the facilities for his own ends whereas co-operative societies do it for the 
common good. 

7617. Is not the internal trade moBtly financed by indigenoua bankers ? — To a 
considerable extent it is being financed by them. 



761B* iJo you tJiink that thero will be any objection to give them facilities so far as 
internal trade is concerned ? -I would prefer to have cO'Oj)erative sale societies which 
will be given facilitios bo that the agricultural industry will be beneiited and the whole 
trade will l>e iH^nchUfd. 

7bl9. Mr. fCinmt : About these people’s banks and the surplus money lying in their 
hands, do you exjK^ict that they should venture out wdth their li nance in giving it to joint 
stock concerns which are cither of a manufacturing character or (d a similar kind ? — I 
would like to lay down certain restrictions over it. 1 would !\ot like to devote 
a substantial portion of the urban banks’ capital to such (‘oncerns l>ecausc it may 
prove dangerous. 

7b20. Do ,you aflvocatc that sale societ ies either f<»r cotton or foi’ ot hei- produc(‘ sh(»ul(l 
l>e encouraged more and more ? Yes. 

7621. How many organizati<»ns have you in Hjvuich ? - Two. 

7622. Are they diiing tvell V No. This was n<»t due to the fault of tlieirs. 

7623. You wdll realise that the problem of juarketing on modern style with dm* 
facilities and regulations in favour i»f agriculturists is lacking in Bnuicij district. Also 
the sale orgatu'/ations here as an aid to marketing are not entirely smccssfnl. In v iew 
of tluise two prohlems have you any suggestions to rnakt* as to how best this could b<^ 
br^uight abovit V The sale organizations are Huc(^(*K.Hful. 

7624. Do you think that there siiould be no further effort towards efficiency ? Markets 
as suggested under the Cotton Markets Act may he* estahlislu d in certain areas. 

7tl2r>. 'rids is one side <<f t he problem. So far as .sale societies are coin cined, are tb<‘ 
men in charge of them men of sufticient husimss exjH‘ri(*me in rnarkt ling tin* goods ? 
They do not have that much ex|K?rieiicc which you rum expect from a good dalal or 
a broker hut at least they have the loeal market (wpericnef* and all that is required 
to conduct a sale society. 

7626. Arc they su6i<‘iently ex{Muiene<*d in the art of marketing as known by the 
ordinary businessman ? To this extent . do you think that they an* experts V I would 
say that they know' how to sell their goods from day to day l>eeaus(* tlu'ie is no purchase 
for them. Th<' sale price lias only therefore ti> be considered. 

7627. You know that he is ti successful man who can buy at the right time. Has this 
art develojaMl amongst y our men who are in chargi* of sah* societies ? T canimt 
vouchsafe. 

7625. About I lie question of marketing you say that lliere is sufticient competition 

amongst buyers in Broach so far as cotton is eoneerned. Am 1 to understand tliat you 
are quite satisfied wdth the condition from the point of view of agriculturists and that 
you W'ouid not have a regulated cotton market here ? 1 would like to liave a regulated 

cotton market here. 

702ft. Has your Department done anything t4i popularize the id(*a of regulated markets 
and eoasidered the public opinion to enable Government to estabiisli such markets as 
s<K)n as prissible ? The Di^puty Director of Agri(*ulture is making an effort to establish 
a market for Jambusar taluka. 

7630. You say ‘'The surplus of the central banks is invested with the joint stock banks 
approved by the Registrar You are stating a fact here. Do you know it yourself ? — 
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1 would muclx desite that the BOTplus should he utilised by the district banks in tie 
Movemeut aud if it is going to be deposited with the joint stock banks, at least the joint 
stock banks should give the same facilities t n drict banks as they give to their and other 
cunstitueuts. Ah far as possible, the distric' lank should utilise the surplus in the Move- 
ment itself anti tlie law sliould be made flexible that district banks should not be asked to 
iinance at 7 per cent. When a district bank has surplus due to savings and dep4>sifs, it 
might as well reduce its rate of interest to the same rate is given by merchants or by 
gin -owners. 

TIkM. /h'o/tNssor Kah : Vou suggest that urban banks might advance moneys to joint 
stock coiu crns after imposing certain restrictions upon the 1 ransactioii. Do you appro ve 
of tile idea of thir urban bank going in for this sort of business, namely, fliianoing joint 
sU>ckcoiu‘ciiiH ? 8o far as 1 understand, if a joint stockeoucern has some produceor some 
goods on whicii it requires finance and then if the urban bank has capital and thinks that 
it does not run a gri‘at risk, it can tinance it. 1 can understand the difference btdween 
a co-operafi V(“ (‘oueern and a capitalistic concern. When this question was raised by the 
previous witness, his idea uas that he wanttai faiulities to tinanci' small industries round 
about a particular town in which an urban bank was located and if siieh industries could 
not get tinance any other soun e, in thatiasc the urban liank as a banking concern 
loight givM' some facilit ies w ith certain restrict ions. 

7ti;tJ. it is no doubt trui' that small industries slnnild he iinamed by an urban bank, 
but jftint stoi k coiicmns may be of any size and t heir business may be of any cliaracter. 
*\o doubt it may provide an <*ul let for the surplus funds of the urban hunk. But do you 
approve of it on princijilc that tlu'se transactions ihonid he entered into by un urban 
co-optoiuivt‘ l)ank ‘r 1 can undm.-.taTid small industrialists ; but if there are joint stock 
coiK'ci n.> will) a cajutal of <»ue (akh or two lakhs which w ould have been advanced by 
i ndi\ i<liia 1 sharclioldM s o\ <M ( Ik' managenKuit rd which the urban bank may have 
control, do y<*u think this busiri<‘SvS is a kind of business wliicdi should be favoured by an 
urban i)ank -On i)rinci])lc I would not a])pnn'e of it. 

7b.‘kk ft may lx- anothm' thing as a matter of convenicnct? ?- It will 1 m* an utilitarian 
c(»n(‘crn. >Sux)posing ( here is a big cimcern, and if it wants some facility and if the urban 
bank <-an do it to a c(*! tain evtcut , let it do it . I sx»eak wjth reserve iKicause Mui cast* will 
}»ave to b(' df'cidcd <»n its own nici its. # 

7fkl4. Do yon not think (hat non-meruber.s arc de[Hmiting tfieir money in co-ujM’rative 
societies }>ccause of their giving a high rate of interest ? Yes ; and at the same time 
these peu])lc think tluit thes<> i nstit utions an* semi-Government institutions and as sncli, 
Iht’ir immcy is safe. I have seen that if soeieties start begin taking non-members ’ 
dej)Osit.s. alter some periofl they are not in a jmsition to repay, and it is the central 
bank that fmames t hese societies so that the}' may pay back the non -members , 
deposits. 

7h35. Therefore, as a general rule, you will not encourage in societies the taking of 
non -me miners' defiosits ? hlnjiccially when the central bank has surplus and if it allows 
its surplus to 1 k" utilized, then the societies can lend at a cheap rate. 

7ti36. Mr. k. L. MekUi What is this further dividend which you have mentioned ? — 
Under llule 23 w'e haw not to pay any bonus to a shareholder beyond the dividend that 
has been x>aid- I do not exactly' remember the rule ; but in order to get o ver this rule, 
generally, a certain percentage over iht^ dividend is paid. 
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7037. Tht Ckfiirnmn . Is tUis in addition to 7 or H per eoni. ? Under the rule they 
cannot pay anything over 7 or H per cent. ? — Xo. 

7638. Why d<; they have tliis cireuitoas way of drying things ? — In one year they 
pay ahont K or 9 p(vr oerd., but in the next year they want to restriet the pf>reentage 
HO that the m^'inbeiH might feel that the bank is w'orking well, and not to create any 
undesirable effec t they do so. 

7039. iJo they pay it in < sndra ventiem of the rule ?- No. It is a sort of a device Uj 
get over that c<»ntrol. 

7640. Is this not <»bjeet(‘d to in audit ? N<» ; because it is styled further dividend 

70*il. Do you remeiTibcr what Itule 33 is ? No. 

7642. Prftfrsmr KnU . Would it be correetdo say that w hen eotton is removed from the 
village t4t the borougli it is finunced with money belonging to the benough gentlemen ? — 
The sliop keeper Hupplies tln^ money tliere. Tlnue are local deposits taken by gin- 
ownerH at the market rjite of iiderest and they finance their growers and theii’ 
eonstituerds. 

7643. In the case of foi'eign (‘xportens money is supplicai fri»m Bombay Yes. 

7(i44. V<m say t hat t here is a g<M)d d<‘al of Heope for the ( xpansi* ii of (’redit Movcmieid 
and sale luovemenl in this district Yes. 

7645. kvk' any (efforts Udng made to extend the Movemeid at ])?( sent, or are you mark- 
ing time or watching t he development ? We are trying to consolidate' the Movemeid. 

7646. You su’d lliat you could not give* an e.slimate al>oid the tinaneial rcqihrc'merds 
of agricultural crops in this district, ('an you say how much tinarn c veendd be rccpiired 
foT‘ raising all thesci c rops in tliis district Y I would not like* to mention em surniisecs. \ 
wa.s doing this work ; but I founel tlial it was neet s*» easy, or it is ne>t possible te» give 
an appreiximatc ide'a. 

7647. Tfw Chairnuui . Would it be peessibh' to make sue li an estimate ‘r Ne>. because 
wn' do iioi know' who will take liriane*e* front whom. 

7(i4M. From your (cxperieiie i' ed' the membe rs of tin* e e>-opcrati ve sex iedies. e*an you 
tind it out ? In that case, it requires some ]>roe*e‘s.s anel time. 

7649. ProfesMC))- Kale : You liave given fignnss for linaive e through credit soc'icties in 
the five distrie’ts. Henv elo you accouid for the fact that the hgure e>f Broac h is thrice 
as much as that for, say. Ahmedahad<>r Kaira, and tw ie e as much as tlmt ejf Surat It 
is because tlie^ numl>er of soeueties in Broach is large. 

765(h So the C\>-()|Hn'ati\ e Me)vement has extended in Broaeh tei a greater extent than 
in other distriets Yes. 

76e5l. Mr F. L. Mehta: You said that if there are any tit areas, and if there are 
proposals f«ir registration, you do not olqeet tt» registering new societies. Ip that 
HO ?' Yes. 

7652. We have Unm told in some parts of the Fresidenc y that ow ing to the lack of atall 
of the Assistaid Kofeistrar or owing to the paucity of the number of audiF>r8, it is not 
pOBsible U) allow any mc»re societies to l>e registered H Is that th# case here too Yes, 
I alao feel the difhculiy of inaufficuent staff. 

Mr, 1. T, AlmaHla, 



7M3. l)<>e» thAt come ixi the way of regint ration of new 8<»cietieH H — It would to a certain 
extent. 

7654. Some suggestions have bt*en placed before tliis Committte that the iM)wer 
Ui sanction special limita beyond the cu'dinary limit, with whi( lj you have Ihh'Ii invested 
at present, may be delegated to the central bunks. \\ hat i^s your view ? — 1 will give' 
you the details of tlie power. U has la en vesti d up to 15 fa r ccud. of the xneinbers with 
the Assistant Kegistrar and the rest is with the Registrar. 'Flu* form suggested lor 
the grant of special limits is very simple, and there is no tlclay in granting special 
limits. 

7655. Do you not think that the central bank wdl be abh' to rleat with such 
representation quickly ? I tliink the time has tu>i < oin<' te« do that. 

7656. 1 su[>f>f>se scin(' of your district bank'* were started bef<>jc l>:n'ks ^vc'r^' I'onsti- 

tuted in other distri('ts of tlie I'residcncy. Ak* not the banks iji Suial and l>roaeh old 
established euougli for the pur}>osf‘ Tlie Surat Bank was <'ou verted into a district 
bank only in 16--. 1 would rathe r ke‘cf> the powers with the Registrar. 

7657. V4)u say that there is not mu<'h of prof>aganda with rt*ga rd te {nans for land 
improvemc'nts, and ycui add tliat the Agrindtnral l)(‘partn\ent might inttuc'rt thenr- 
selves t(» a greater exti id in this than they d<i at present. W hat tvxaclly is the fu’esent 
machinery for this purpose w hich would .mggi'st to p<*oplc to takt' uf) hch(“m»‘s for land 
iinjuoverm'nt V Thf*rc is no machinery at f>i‘eHeMf. I have to rely t>n the Df'partnu'nt 
of .\gri<‘ultui'e. 'I'he agiic ultural adc iser- 4‘.\aTriine the si liernes and smnl thi'in t(* me. 

765v's, the Toluka 1 >eveioj»m(‘nt Assoeiati<»n heljt you V\ C liave Tah/ka Iteve*- 

lu|Mnent Assca iat ions r('ecmt)y .started. If they have tlu' riglil tyfu* of agncidtural 
<u‘ganiseis. tljey might do it. TIhmc are certain types of Tnlukf/ 1 )ev(do)rmeid A>so< ia- 
tiems which can do it, l)uf all cannot <io it. 

7fi56. Do you hold tlic view that there aj’c jjossibilit i('.s ot small .sclu'me.s bciiig taken 
u]) ? I t hink so. 

766<L Do they iieeii investigation ? - A e.s. 

7661. Havi* you iiiigation soc ietie-. or. vvliat you <alj. powci’ pump .^ocietieh V- 'I'here 
are fiowcj' pumfi sociidies. 

7662. What exaetly are Ihesi' ? Memlai.s cuinliine togi-ther to buy a faiv^er puiiifi 
ami to irrigate' tlu'ircovn lands, and it th.ere i.'.* a well in 4ine ed tlie lields, they take a Ieas4' 
4*f the wtdi jointly ami get \val4‘i b> tin- powiT }>ump if there is i Msufii<'ic‘nt water supply 
foi' t heir ral/i 4'r(»j»s a ml in times of seais’it \ . 

76(i3. How d'j tli4*y rcc4»vc*r the i haigi s ? The iduugf s arc iec4>V4 red by the 
S'-ale 4d woiter e4fn.suinption, 'I’hc'V k<‘cp a it'gisier eif tin lonsiimption 4)f water, ami 
the members are charged in ])r4q)4)rt ion to the (onsumfit 14*10 

Ht>64. Are tluxse in jM'aeti4 <* fiiinm ed w lmlK by (*ov»‘rnim‘nt . or 4i4> tlu-y have any 
funds fiom 4»utsidf'? 'Fhov take shaie cajiitai, and rfM-ently (iov<>rnment have given them 
loan^ up to the extent 4*f the share (‘apital. 

7665, Hac y tliey to raise loans from depositors If tht‘y want to go in for big (fugines 

higher jxrwer, they wdll have to rely on the eentral bank, 

76 t>6, Have these schemes been siK cessfiil on the whole, or have any of these schemes 
failed V - Unfortunately my exfM'iienee is cifrniected witli plore'^ win le theie w<*ie 6ooda 
and frosts. The second neheme did not suc‘4,;eed bcf'auHe tliere was very littie unity, 
if the meml>ers have sufficient loyalty in them, the achemea would be auccessfnl. 
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7067. How many schemeH l>ave you ? — I have only one power pump aociety* I would 
rather prefer that the jwwer pumps should be taken by individuals. 

7608. Why is it that the Co-operative Movement has not made much progress in this 
i>art of the Presidency for weavers’ — The problem of weaving industry is still to be 
taken up. 

7669. Do you think thert; are any pr<>spects of more weaving societies being started, 
or the Weaving industry being financed through co-operative societies ? — Thc*y can be 
tinanced if there is a separate staff to do that . 

7670. What is this suggest ion of your.s about the central banks iiitfiresting themselves 
in the introdviction of the hire pur< ha8e system for supply of implements ? Is it not the 
business of the implements manufacturing and selling company ? — The implements 
MUpi>lying companies have no prestige. Agrieulturists have not so much contidence in 
these companies as tht?y have in the central hanks. 

7671. What sort of machines have you in view ? — Small machines such as are 
manufactured by Messrs. Kirloskar Brothers. 

7672. In Pardi, Khan Bahadur Bhiladwalla took a loan t<» sux)p]y tract^us to the 
agriculturists in the ialuka on hire. In the same way can the central banks give on 
hire purchase system such machinery to big agricuUnrists, who would hire to other 
agriculturists ? Can thej" do it under the present bye laws V- -The 8urat j^ank can do 
that, 

7673. Tht (Jhairrtuin : Is the linjHuial Bank helping the Co-operative Movement to 
any great extent in these districts V - Not much. 

7674. Is it not giving overdrafts on the security of Government papers, or an}’ casli 
credit any of the district banks V -On the contrary, I received ( omplaints from the 
Broach District Bank that it did lud get the fatulity. 

7676. Does it fiot linance any other banks to your know ledge ?- -Not t Ik^ district banks. 

(The wit ness w’i thd i (' w . ) 

Mr. THAKORLAL HARKISANDAS MEHTA, Ankleshswar. 
Replies to the Questionnaire. 

{SiiiHmary of Ktplicn to the Questiottnaire in (lujarati,) 

SECTION Tl. 

Qubbtion 1. -There are only ten merchants in Broach who can l)e ealhxi shroffs. 

Only those w’'ho purchase and sell hurulis and receive deposits anti lend money should 
be regarded as shroffs and not others dealing in gold ami silver, ete., althougb they also 
sometimes deal in hundis. People have lost eretlit on account of trade depression 
due to political as w'ell an ceonomie conditions of the country, and consequently, 
meiohanta and agriculturists have to suffer. 

Question 2. — Ordinarily the agricailturists or merchants wish to repay their debt but 
cannot do so. Or at times they have money and do not wish to repay debt. They 
therefore cannot raise a loan again and eventually such people turn out to l>e men without 

Jffr. Thakorlal Betarhiaandas Mehto, 
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character. Shroff s do not generally lend money to agriculturists because there is no safety 
of their money on account of the Dekkhau Agriculturists^ Relief Act . Agriculturists 
hare, therefore, to go to sowrars instead of going to the shroffs, and according to hearsay 
these sawcars charge thtmi exorbitant rates of interest. Shroffs while advancing money 
to the mercliants of ix.^iiion for business purposes do not get anything in wTiting, do not 
ask ior anything as security or get signature in the acooiuit Inrok ; while they do so from 
ordinary meT'cliantSt /.r., demand security or mortgage of either moveable or immoveable 
proj^erty. 

Qt'KSTio.N 3, («) It is imtK)8sible to get iigurcs of prtiHt and loss ai'count of shrt[fjs 

and uierchantKs as they an^ not publiBhed every year aa in the case of banks. 

{!}) In Ankleshwar huudis to the extent of about Rs. 15 laklis lu a year are deaU with. 
{>') There is not nnuh business connection of the f^hroffs with the banks in Anldi'shwar. 

{(I) Not cuily that tlic shroffs do not get. facilities from the ImtH i ial Banio but the ihvnk 
(‘^ eii dot s not <1 ist inguivsli between the ordinary cusloniers and shroffs. 

Qcrx’jos d. 3'iiere is no eaah <!redit system amongst Indian shroffs, ihil after once 

opening an acroinU a man can draw the amouijt aeconlmg to his credit ;iMfl projx'rty. 
The shr.ifU rte eivc dc])osits at (> percent, and advance the money to other nverchants. 

QyEsi iON 0. I am not aware of such system amongst the shrnffs on lids side. Tlu) 
iner< hains liav<‘ t'> par from S to i) per cent, interest, ff there is a real desire tx) iMmefit 
tile agrifiiiiurists, landlords and merehanls, ami thereliy the whole of India, the ])iesent* 
Clashing exchange I'atio should be lowered. Ordinarily the Dekkliau Agriculturists’ 
Relief Act should be cancelled as the coriclilioi) of agriculturists has i een wcaseued. There 
arc many reasons for the decrease in shr ff s business, such aa, difficulties expecrienced 
in recovering nioin^v through eoiirts and ddays in the execution of t’eiTees. 

Qi HSTrox 7. Altliough tliere is no prejudice against the shroffs yet there is some ill* 
feeling, d'his native ■'<hroffs' Imsincss is dee^’casing owing to the compTition of banks and 
such othcj' institutions. Now the (juestion is whether thi.s diminisldhg business requires 
any protection or nol . If no protection is m^et'ssary and if the shnffs business is allow’cd 
to ( ontiniie a.s at |>re.sciit, it will naturally disappear of its owm at < {»r(l ; 1 ul in case it is 
found necrssaiy to allow it to continue the hdlowiiig facilitie^ should lx* given to 
eiieourage the same. 

1 'I Ilf < o-o]K'rati ve banks w hile selling the hundis should gis t* more; fac ilities U> 
the' shrofj.s than the ordinary customers; and wiiemwer these banks (‘xisl and such 
kusidis Imsines.s is going on. the ratf should he fixed by a l/ical Assorintion funned of 
th'^xsc dealing in the line. 

'2.. dlie stamp duty on tnudafi hufidis sboukl he done away with. 

:k 'J’he present increased postal rate should be reduced to half an anna and a quartei 
of an anna. 

Question 8. 'the foiit»wing in the system of aecounts and the books kept by 
the shroffs. 

Day book, Ledger, Interest At i ount Book, Exchange Account Book, Register of 
hundis^ Account books of upeountry constituents, Address book and Profit 
and Loss Accounts book. 

The looks of account are open to the constituents who can inspect the iKmks and 
iweertain their position. 

MO y 83 — 3 l 
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There a greaUsr iketiesBily of intrcKluviiig lueasures^for !(>j.»ulatiag tiie t>ixnat 4 >iia of 
Mowmra »ueh as Simlhist KahiiUs, et* ,. wijo a<l vance oioney t<» agriculturists than for 

/ihroffs. 

There is a ccmmoii Ixiliof now-a-days that .shrafjH, rrief< hants, Smdhis, Pathans and 
ivabulis are all of one ty|M* of nioney-leiidcrH and timt tlnyv ciiaige heavy rates of interest 
to agriculturists and others ; but so long as the <litTcrci)( Udwecn these money-lenders 
is not <!leared > this Ixdief will continue to exist. 

Question IP. — Kxeept in the F^rf?sideii<;y town of the Homf)ay Presidency the branches 
of the Imp 'rial Itauk should Ik? discontinued and the Mhroff'ti business as abo the work of 
payment of salaries, jxnsloii, etc., to Government servants should Ix^ exeeftted through 
the fxical AsBociatrms formed as suggested in clause (1) of reply to question 7. 

QuESTroN 1 i . - There remains no sucdi idle surplus with the shroffs. Only during the 
monsoon, i.f., after the eotton season iso»ver. tlu re remains some surplus wivich invested 
in the provincial banks, Govemment stMoirilies, t ash t ei'tificatos. etc. 

ff (h)v<'rument advance money at low rates of interest to the ■'<krojJs' Associations, the 
same can be advanced to the agriculturists and merchants with wry little maigin in 
districts and such amounts can be of great use to district people. It will be more 
convenient if such Associations are formed on co-operative principles. 

Ora! Evidence. 

{Hiijn/nari^ of Ora! Evidf'fn'f iv ( ritja rati,) 

1 am i.i .shrufj. 1 advance money to traders ;uul uot to agi i' ult urish". 1 al.-^o (lf> hundi 
bllftiuess. I rnysclf do uni r(‘<'eive deposits, Imt other .shroff.'^ do rr*<'cive, 1 do business 
on my own capital. 

The ImjKjria] Hank docs not help the tthroffrt (<> any extent, and the branches of the Bank 
should be .stopped. I think it w'ould be betterif the f^hroffs vomh'nm and form themselves 
into an association. When the association is registered, it will }nd)lish the accounts. 
The association will not Ik' able to raise all the capital in the beginning, and* therefore, 
Govenunent should help it. The assoeiatitm would hcncfit the publi' , as it will atl\an« e 
money to traders at a hiw rate of interest. The a.ssociatiou will also rt teive dc])osits. 

The nhroffa shoiiffl 1 h* distinguished fre>m sowfar.s, 'hhe Mm'car,<t advance nuuiey mostly 
'to agriculturists, and the >^hroffn advance money to traxlers. fkdore the Dclvkhan 
Agriculturists’ Relief Act, tlu? shroff'^ used to advance money to agriculturists, 'i’hc 
othei’ difference is tlmt the shrofp do hundi businos.s, which the ,?oirrarv do not. .Moreover, 
there is a charge against the money denderR that they eharge ('xorbitant r»t<'s of intere.st, 
while the idiroffs do not do that. 

There are about ten pim* shrojfiiy that is, doing only l^ankiiiL" husiuess. in Broach 
district ; out of these ten, one is in Ankleshw^nr. 

The hundi business in vVnkleshwar amounts to aUnit io lakhs of j“up?e.s. This t>UHiness 
is done by the urban co-ojK) rati ve bank, the braiieh of the Broach Co-op?rative Hank 
and one nkroff. The Imperial Bank does not do hundi business in Ankleshw'ar 

There are ckok^m m Ankleshw'ar. They buy and sell go]<i and .silver ornaments. 

in my opinion the Dekkhau AgriculturisU' Relief Act should be abolished, as the rates 
of interest have gone up on account of the Act. The average rates of interest charged at 

Mr. Thahorlal Bafhisanda» Mekia. 
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present to traders are about 8 or 9 pet cent, and to agriculturists 12 to 15 per cent. 
Formerly they were financed by shroffs at lower rates of interest. 

We do not take any documents or promisstny notes from traders while \vv advance 
money to them. \\'e do not generally take lands or anything of that sort. 

We do not get any facilities from the Jm].K>rial liank The merchants might bt' getting 
advances from the Bank. I’he Imperial Hank should distinguish shroffs from the 
ordinart' customers, and should charge less rates u> the shroffs. 

'Phe delay in execution ol rourt tleciot^s and the great expenditure tor <'ivU suits ai>- 
some of the reasons why the shroffV husiiiess has been dying out. I think, some sort 
of arbitration in ease of shroff i transactions might do away with tlie.se ri itlicuUies. 

Stamp duties on mudaii /ra wdev should 1 h‘ aliolishetl, and that might revive tlu>s<> hundis 
and make them popular. 

There should lx; a U>caJ .\s.s<Hiation, the memlxn‘s}i!|) (d which sluoild he limitotl 
only to sfn'offs and merchants doing banking business. 

The sooy'firs siiould bt* licensed, and the\ should jinblish tlieir accounts. In case <d 
shroffs, the |)ropo.Hed Association w<Mdd publish the aeeoimts. 

rhert‘ .should Ih' u Local As.xM iation ot doing purely haakuig luisiness tor the 

whole district, but tht' ditTermvt shr<ffs shouhl look to difierent centnes. 

Our pfdhis havi' connectnm with Ikonbuy pulhis. and \vv get money irum ikonbay at 
al.)out eight, annas iutmi'st. We remit money by means of hundiH as we do not get anv 
tiyasurv facilitii'.s. 11 treasury facilit ies are given, they would h{‘ taken ati vantage of bv 
shroffs, 

'i'iic shxffs A,sso( union would better Im registered on <'o-op*o‘at i ve bank baais, 
and t here wouki be no cd)iecn(ui it s(>nie rest riel urns an* phy-ed on tln^ working of the 
Association. The Association would also ])ublish the aceounl.s. 

(The witness withdrew.) 

The written statement submitted for the Ankkshwar Nagrik Sahakari 
Bank, Ltd., by Mr. C. G. GANDHI, Chairman, and Mr. NAVNlTLAL 
TRIBHOVANDAS, Managing Director, Taluka Banks. 

Replies to the Questionnaire. 

iSuoittoirp of Hejdies io the Queshoimaire ut. (hjarah.) 

Wc Ix'lieve that at evi*ry f<ifnLa seat, there .sliould be fuluko <*o-operat i ve bank. 
There .should be mixed rcpi-cseutaiion on this as at pioeent in the district Central 
CO'OiX’rativc Bank, there shoiihi lx* such anangfoneiit that an iridi virliial as well 

as societies can b<‘ a member. 8iich banks should lx* mt.mlKTH of the Provirioiftl 

Co-ojKTativc Bank. I’his will give tin* follotving advantages : 

(1) Tliere will be no necessity for the district banks and their branches as alKo 
urban banks and tululcu .supervising unions. This will stop the multiplication of 
institutions as ialuka hanks will work on the Manic* lines as the almvc mentioned 
InBtitutioDB. 
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(2) The administration will be safe and satisfactory. For instance the Board 
of Directorate of the Broach District Co-operative Bank is of 15 members out of which 
5 are returned by individual members and 10 by the Societies ; the rt'sult is that 
most of the loans are advanced to the people of Broach as they can approach the 
members in Broach who obtain sanction by a circular, and consequently the nianagiug 
committee has to vote blindly for such loans. The work cannot be done in any^other 
way. It is most undesirable to disjiose of loan application wiiieh is the main busi- 
ness of the Bank in such haphazard manner. If there are laluka banks instead of 
these district banks, the meetings of the managing commiltc'e can be held at the 
Icduka seat and it will l>c most convenient and incxp<msive for the villugers as they 
have to go to the idluka town for some reason or the other. It will also be easy 
for the local repn^sentatives of i\mtahtkn to attend the meetings of the committee. 
Villagers as well as taluka people of one place are not so very well conservant with 
the affairs of the other talukafi as they are for their own f.alnka. VVlieiiever any 
loan application or any other application comes Irefore the Board of Directors for 
consideration, there are only one or two members who have tlu^ kn(o\'ledgc of the 
particular tahika. Duly such members give their eofisider<'d \ ()1(‘ w hile otliers have 
to vote indiscriminately. 

(3) Time and money will be saved. Take the instance of Broat li. In the Board of 
Director of the Broach District Bank, there arc 10 members who reside out of Broach 
as Stated above. If the taluka banks arc formed tlu re will lx* a saving in exptaises 
for travelling and hhatha allowance as also of time to the outsiders. 

(4) The Broach District Bank gets money at the rate of 4| ptu; ( ( ui. as otln’i* banks 
get and it advances to the village societies at the rate of 7 percent. These societies 
advance to thi'ir members at the rate of from ffj to 10 per cent. If th<' talvka lianks 
are formed, they will Iw able to give loans to the village socielies at tlie r;)t( of 0 to OA 
per cent, as in that case iho iaUika banks will not have to incur licavy ex])eiulilurt' 
on the maintenanee of supervising unions maintaiiHHl at present l)y t he di itriet banks, 
Taluka banks will have to incur very little expenditure for the abowaiioes to the 
Directors. Similarly the village societies in theii* turn will l>e able to givi' loans to 
their members at the rate of 7 to 8 per cent, as they get Mu* loans on a lower rate of 
interest and also because they w ill not^iave to contribute tow ards tiie e.\};en.ses of the 
supervising unions. In this way taluka banks will be a great boon to the villagers 
as suggested by us. 

In our opinion the agriculturists should be stopped from taking loan from anybody 
except from Covermnent or co-operative societies. This can be done l>y enacting 
a law that no suit w’ill bc^ valid for the loams (either in kind or coin) given to 
agriculturists after certain date say 31st Deeemlx'r 1930). Diwan Bahadur A. U. Malji 
also has expressed such opinion in his written evidence. Although Diwan Bahadur 
Malji ha.s expressed that such a provision should be made in tlie l>ye-laws of the 
co-operative societies and that it should be for the members of the society only, we think 
that such a provision in the law’ for the general agricultural class will bo more 
advantageous. In this respect we may point out that there lH*iug no check for 
incurring debts the agricultural indebtedness hat increased and they have not been 
profited by the co-operative societies, and the co-operative society has become one moi'e 
instrument as a a<mcar* 

The A nkleshwar N^rik Sahakari Bank, Ltd, 
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The Oekkhan AgrieuJtiirists' Relief Act has been mi&uaed. Dishonesty has increased 
to a gieat extent. It has been very difficult for honest men to deal with others. 
The Act has been so framed that in this guise of fanners several dishonest people do not 
repay even the real debt. It is best if the farmers become free from debts ; but 
the Dekkhan Aaricult c.rists’ Relief Act will not free them. They w'ill be freed only 
when they are eliecked from incurring debt as suggested al>ove. The T>eidvhan 
Agrictilturiets’ Melief Act has in several places increased the difficulties of an agricult urist. 
Xow-a-days the rtoirrar.!^ when giving a loan on the security of land gets a sale deed instead 
of a mortgage for one and a hail times the actual amount given ; thus the farmer has 
to live n; on the good will of a .^ourar ; therefore in our opinion the Thdvldinn 
Agriculturists' belief A(d should be repealed except that portion for the provision of a 
village mnnsif. 

d’lie Provincial Insolvency Act plays a gi'eat part in increasing business immorality :u»rl 
retim e business. Many people easily do not pay their due debt and it has been a big 
question for merchant as to who should be taken as a solvent party and with whom to 
deal. Therefore, the sooner this Act which gives protection only to dishonest people 
is rept'aled the better, i morality and honesty is to be increased in the country. If it is 
impossible to n'peal it wholly, it should be so amended that persons can take its 
advantage to get out of the difficulty only instead of their doing so every now and tlmn. 

'hhe arrested debtor gets a daily allowance of eight annas in the civil jail 
and tiic creditoi’ Itas to make arrangenu'iit for his bedding. Moreover, they hH\ e^n)t 1o 
work in the jail, ami llieiefove, some shivtueless debtors think civil jails as a comfort and 
tlie creditors sutl'er, Tia'iebue Ibe debtors 8h<>uld be given suffinuent light work in the 
eivi] jail to earn their ov\ n ji veiihood. 

Co oi'LKATivn Is cn i I n-, W'e opine tliat there is nf-* nec'essity of .such an institution. 

Our bank has trj iiay lbs. do ptu- year for a fee and in return we are not profited by^ even 
‘i5 j)ics. This institution gets i\ grant of about Rs. d2,000 over and above a subscription 
of about Rs. ami donations from the liquidated societies. This amount is 

spent most lib rally; about Rs. 2.750 arc spent after atldwances and railway 
fan‘ to tlie members of the Coinraittcc and Council. The work done by this 
institute can ea.sily be entrusted to the Registrar ol Co-operative Societies. ({ this 
institution were abolished, this undue burden on the Goveniment and eventually on the 
people may be lessened. 

We desire to introduce vernacular language in the bank and keep also account books 
in vernacular. 

The prcseiit eonceSvsions should continue and the following nioi'e conces.sionw over- arrd 
above those recommended by Diwan Bahadur Maiji should be granted : — 

(1) There should be no court fee stamps. 

(2) A special mawhildar should lie appointed in every district to extuute awards 

and orders of the liquidators of the co-operative societieH. 

The exemptions from court fee stamp should be given in the following two 
more cases : 

(1) Sale certificate for the houses purchased by the societies in the auction by the 

court. 

(2) Sale deeds of immoveable pro^ierties purchased by the societies from private 

parties. 

We agree mostly to the written evidence of Diwan Bahadur Malju 
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Mijiutti of disH/rU bi/ Mr. Savmtlal TribhovatuiaSy Managing IJirt ^toVy /A* 
Ankle^himr Nagrik tSahakarl Bank, Ltd, 

Persoiw witit income not. exceeding certain amount (Rs. 1,000 to Hs. 2,000) only 
of (:o'op)<*iutiv( Hbonld he taken aa memb(.*r« of co oporativo HOcietieH, 
M, OtlierwiHc in the name of th.e poor, big and rich person:; 

might take advantage of the concessions given by Governrrient. 

The. TCftHou to exclude ri(di persons from thest* eom^essions is that Governmoni 
has to increase taxation to compensate the loss due to such ooiK*essions. And as the 
rain water, wherever it may rain. e\entiiaU\- goes to tlie sea; similarly though 
apparently the burden of taxation may fall on particular class of people, it eventiially 
affects tb(‘ ]>oor ; this eai» bf‘ stopped by the abovementioned suggestion. 

Oral Evidence. 

iSuminart/ of Oral Kridencr in (iajarali.) 

1 am the Managing Director of the Ankleshwar Xagri k Sahakari Bar; k,* Ltd. We 
Hnaacc all residentM of Ankh'sluvar, both agrieuliurists and traders. Tht‘ oilier 
linan(ung agtuu ies in Ankieshwar are ooo urban bank, oru^ and 

'the statenuuil subniilted to the ('oinmitte.<- l»as Ikm.ui on behalf of the Bank. It has 
been jjreparecl by myself and tlie ('hairrnan, Mr. Gliandi. The rninvde of dis-serit is 
mine ; as the Committee oliji-aded to it. I have s(Mit it ately. in my (>])inion the 
eo-operative societies shrmld finance persons wit h .small incorne say Rs. 1,0(M> to 2,(t0<k 
()ther\vis<' liig persons woidd take advantage of eertnin eoneessions granted to ftoeiedies 
by Govornnient. The middle class people may be linanced by joint stock banks. 

At present there is a large siir|>lus. in the Bank. If the urban bank is eonverted into 
a Ifihika bank, •wouhl not ban* laigr snr])lus. and tlnsn* 'would b(‘ men Viitli knowledge 
of local conditions. 

If the agrieulturiHts are lo be redeemed iiom their <.lel>ts, t hey should not be allowed 
to be financed by sowcarn or ,'<hrofj\s. 'I'bey .should la* linanced eitlier by CJovernmeni 
or l>y co-ojH*rativ(' societie.s. (iovtunmi'rit slioiild give them tuccfuiy and they should bo 
fiminced at cheap rat(\s by utilising Govm'muent money from land lana iuie lying idle 
with the Imperial Bank. Tlie agrieulturists should also })e advanced for their eurrent 
agricultural iicods. 

The Dekkhaii Agriculturists’ Relief Act should be abolished. have taken 

.sale deeds instead of mortgage deeds, and advantage of sradion lOA should be given to 
thorn for tlioir f)ast iransaitions. but section R}A should not a|>ply to future 
transactions. 

The Provincial Insoiveney Act should also be amended. At present jxjoplo take 
an tmdue advantage of tbo Act. 

People xvlio take licpior and toddy sliotild not be nnule members of the society. Such 
bye-laws should l>e properly enforced. 

Geidain concessions should b('> given to eo-opiu alive .societies. The soc it ties should 
be able to recover ^ues from members. Xhore are overdues at present, Som(' respou- 
aibility should rest oii the members of the managing (•orarnittce, and they should be 
called upon to make good the loss. 

Th€ Ankieshwar N(i{trik Sahakarl Banky JAL 
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The Co-operative Institute should be abolished, as there is not much advantage from 
it. It does some propaganda work. Though our Bank pays Tls, ',15 suliseription, we 
do not get any benefit from the Institute. 

There art^ Fa than money-lenders in my laluht. Those money-lenders should 
>>e cheeked from advancing money to agrieuUurists, a.s they charge exorbitant rates 
of intercKt. The qiu^ation should he thought of. 

We <|o not lend more than two thousand rupees to an individual. 1 am not in favour 
of increasing the limit. 

There should be a taluka bank in iuieh district instead i>f opening hraiuhes of the 
district bank, as th<‘ taluku banks would be less (‘xpensive, and tht*v would b»» able 
to adv'iince money to agriculturists at low rates of interest. 

In my opinion banking laiowledge and e<ineation should ln' imparted through th<‘ 
medium of the vernacular language in schools or institutions, so that those who do not 
know' the Kngli.sh language would be able tt> take advantage of l,>anks, and tlte banks 
should also transact their business in the vernacular language. 

At present there is delay in executing the court dec rees. There should be a special 
numhitdar appointed to assist the co-operative societies in v«*covering the dues. 

(The witness withdrew.) 


Mr. HARILAL RATANRAM THANAKI, B.A., LL.B., District 
Honorary Organiser, Co-operative Societies, Ankleshwar, 

District Broach. 

Replies to the Questionnaire- 

.SECTION 1. 

Qi kstjon l. -The Agriculturists have at present sources from which, they draw 
necessary amounts for their expenses, 'riiey do not diflerentiate between their house- 
hold and euitiN’ating (thcii busiriesH) expenses. They lake a loan whenever they are 
short of funds and the loan may be utilized for pur|)t>seH other tlian those which they 
might ha\e thought of at the time of taking the loan. In this respeeC it may 
be remarked that in villages where there arc i-o-oucrative soeii^tics the people have now 
a tcudeney to regulate their loans and purposes. But t he people, Imrring a few exeeption.s, 
generally have a reBort to ineuiTing debts any time of the year frouu the village mwearn 
and other merchants wdio supitly them necessaries. It may be stated that village sov - 
cars are a different class of indigenous banker.s from the shroffs and banking firms. These 
sowcarH mifstly deal with the agriculturists of the villages. Some of them powsess lands 
in the villages in w'hich they deal and stay at the villages and some stay at the central 
village or laluka towma. Their method of buriiness is different. Their rate of interebt 
is generally higher and the method of ree4>very speedy, being on the spot and 
.sometimes even harsh too. 

In most cases the agriculturists have hardly any cash amount on their hands after 
the season is over unless the crops are exceptionally good and that too in the case of 
ordinarily big landholders. At the time of .setting in of the rains the agriculturistH 
approach t heir for loans for advancing to their servants engaged or to be engaged, 

and then as cultivation progresses they borrow' various sums from ao«?car^ as necessity 
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i^riees. They cannot and do not make estimates of the amounts that will ]>o required for 
thoir agriculiuial nerds and of this the sourarn eau take advantage. 

As regards capital and permanent improvements to iajxi, it may be icmarked thatf 
excepting a very few enlightened big landholders, the agriciilt un>1o do not take np such 
work andineur exix'rises for t he same and thus .seems to be due to poverty and ignorance 
as to the p issibilif y, ways and ineaiiH of impro\enicnlh. As ngaids^ spe( ini iieedB, such 
as failure of monsoon, marriage expenses and other unfoies<en ixpenses, tiie pUght of 
the agriculturists is the worst. On siieh oeeafion they Imve to tome (t>mp1etely under 
the control of thoir mnrcarH as such events art* aoeideiital and the need is greater and 
urgent. They have then to conve}^ their lands (o the mmars eillier by sales with oral 
('ondititm of mortgagt" or liy a rt^mplete sale. 

The rate of uiterest charged on the loans to the agrit ult mists dojuiid- tm tht' set'urity 
offered and the urgency of tlie loan, liut generally tht* ratt‘ is trom 12 p<‘i cent, to 24 
percent, andmore. It often happens t hat tin* sun<<tf< ii. -t( ad of tixiug a latt ol'intercBt 
fix a certain fiiim, say Its. 25 or Rs. 50, to be paid to him on evciy Rs. 100 at ilie time of 
repayment during season wntliout any n'lrnrd to tin* pmiod oi tht loan. This amount 
is roeovered by the aowcars evim if ilie loan has been nd^ anf' d only a month Itcfoic the 
time of repayment, fn .some (‘ases the aowcars^ by pressing (hmands before the crops 
are ready or by other raoans, force the agncultnri.vils to mortgage tin ir standing crops. 

The other kind of aowcars, viz., shroffs and hanking tirms, are ^lowdy curtnding their 
business of lending amongst the agrieulturi.st^. Thoiate ihaigrd by them is oidinanly 
9 to 12 pcrteiit. and 15 per < eiit. in \cry rule instarues. Thiy are u luctarit to deal 
with agriculturists owing to delays and difiiculties in lecosi iy ( n ate ei by the DtVkhan 
Agriculturists’ Relief Act. 

As regards co-operative banks lending money to agiii nltin ists, it may be said 
that these hanks have not affected the sou'cars" deabngs with the agi u iilt uiibtb 
to a great extent; and the main reason seems to be that the aLOu uUurists art' n.n 
able to got the adequate finance, as prompt ly and v\it)i as imu h iai ibt^V tiom co 
operative banks as from tht‘ sovrafs, Kurlhir, th< '<uo((n isnuihcbpot and prepari'd 
to take some iisk ui the business in order to obtain the lugliiu rate of inttresl, 
and he being his own master can make ehanges in his modi* oi dealrng with them 
as eireunv»tanceH reiiuire. While on the other hand, the lo-opiiativc banks Lave 
their fixed system ol dealings n ith the tics and tJic loan nppluativ-iiH have to 
undergo some (sssential torindhties. Jt ma>, Ik re, be argiunl that if f h(^ loco apphoalion 
be mad(' early fixing t!u maximum civdit.s of tlu' membt and tlie dates on wiiu h loans 
are required, tlie ituestion of delay may be s^dved. The i o opcnit i\ e bvink lias been 
doing its utmost to s<dv(‘ this problem, but the niattir has not l>een yet fully solved and 
that every solution may tmui to become a difficulty iu itsi lf. Rcio d may be ^aid that 
the inethoil the eo-operative bank employs may be beltei in the iiititest.s <*f the agntul- 
tiirists but, to take the facts as the} are, the sitiiatiou w difficult. To require the 
agricutturistH to estimate correctly thtur require meiits of the ensuing year Rome 
months previous to the actual cultivating season is a vei} hard task for them. The 
rains arc also uncertain and the agriculturists havi' ninth to do w ith tlu- rains in estimat- 
ing their requirememts. Sometimes they have to take out one kind of crop and bOW' 
another if that becomes necessary owing to late or early rains. Sometimes they require 
larger amounts for weeding purpose if rains are eontinuou.^ at a particular period of tlie 
*lff. Harilal Ratamam Thamki, 
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ouitirating til&e. Farther, there are other household expenses about which they cannot 
give estimates or certainty. Under such state of affairs the agriculturists, though they 
get ffnance for their agriculture, do not stnp their dealings with the aowcara ; and in 
some rare instances it happens that the agriculturist takes loans from sowcars with 
a promise to repay the same after ho gets a loan from the society and sometimes does a 
reverse of this. As remarked above the co-operative bank, having now some representa - 
tion of the village societies on the managing committee, tries to remove the various 
difficulties. The co-operative bank in this district has now opened branches and the 
supervising unions are coming into existence, and it is hoped that if the supervising unions 
make thorough inquiry before recommending the loan in good times, and the bank puts 
confidence on their work and accepts the recommendations, the difficulty will be solved 
to some extent. 

Question 2. — Cotton is the main crop of the agrioiilturists in this district. The 
agriculturist, in ordinary course, take their cotton to the ginning factories and make the 
bargains on the spot. The gin-owners have their agents who visit villages and make 
Contracts at the villages and then bring the unginned cotton to the ginning factories. 
Many agriculturists complain of the unfair, and sometimes harsh, treatment they receive 
at the ginning factories ; but for want of better facilities and owing to the tempting rates 
offered by the gin-owners soon after the beginning of the season, these agriculturists 
put up with this sort of treatment. 

There are some cotton sale societies in this district but their growth is not as yet so 
marked as to encompass a large number of the agriculturists. There is one cotton sale 
society at Sajod, managed successfully by Mr. Y. R. Joshi, B. Ag., T. H.O., and looking 
to the working of the said society, it may bo said that if special attention is given to that 
propaganda, better facilities for the sale of their goods are created and efficient, sincere 
more workers are available, such societies have a goou scope. The said 8c»ciety thinks of 
having a co-operative ginning factory, but the progress of work in that direction is 
hamj[wred by the failure of crops last year. 

Question 3. — The value of the land in Ankleshwar taluka varies from Ks. 100 per acre 
to RhS. 500 to 600 per acre. The bet lands are of a higher value. There are many factors 
which affect the value of lands and the main factors are (1) the nature of the soil, (2) the 
tenure of the land, (3) the distance of the land from the village, (4) the provision of well or 
other w^ater facilities, (5) the population of the village and {6) the nature of the people/ in- 
habiting the village. The values also fluctuate with the earning of the previous seasons. 
It may be remarked that though there are all these factors there is on© K, a constant 
figure, in this value and that is the value of the permanent posscjssion and the amount 
represented by K depends on the capacity of the soil to outturn the crops. The values 
settled at sales between private persons are proper index to values rather than those 
obtained at Government auction sales and court sales at which the values are often lower 
than the fair value. At such sales, except in the villages where there is great disunion, 
it is difficult to find purchasers and sometimes benami purchases are made. In this 
connection it will not be out of place to discuss one aspect of the value of the land. If 
in order to find out the value of a particular land, the values mentioned in the sale -deeds 
on record are considered, it will be difficult to arrive at a correct price and this is due to 
the operation of the Bekkhan Agriculturists’ Relief Act- These sale-deeds may be very 
often ostensible sales with a condition of mortgage and the amounts mentioned as the sale 
price may be the amounts of the loans advanced. Sometimes it happens that the vendor 
manages to get a mention of a higher price than actually paid in the document to avoid 
jfo T 83 — 85 
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a farther trouble of being dragged into court by the vendor for redemption. Under 
these state of affairs it is very difficult to get a correct valuation of land, and specially 
when such valuation is necessary for the mortgage of the lands to a co-operative 
society or a land mortgage bank. Again there is another difficulty in affecting sales of 
agricultural lands due to the operation of the Dekkhan Agi-iculturists’ Relief Act. How 
can real purchaser be sure of his title to the land ? How^ can he avoid a disturbance by his 
vendor in future ? The vendor or his heirs, if the prices increase after lapse of some 
years, will ask for redemption. This difficulty works unfavourably on both the sides. It 
may here be suggested that this difficulty may be solved if an official record of fair 
minimum prices of lands in each of the different localities in each of the villages is main- 
tained and the same is revised every two years and if the sales below the recorded 
prices are declared to be mortgages and the revenue authorities ar(t authorized to 
inquire into the prix’-es paid beforci recording the sales in their record to effect 
transfers. 

Question 5. — It is very difficult to reach a correct estimate of the indebtedness. To 
reach to some approximate estimate it may be suggcstc'd tliat some typical villages 
in the district bo selected for sjiecial inquiry and paid workers be emplojed to get the 
facta from the village itself and from the Motveurs and merchants who have d(‘alings 
with the villages and then from averages of such villages an estimate of tbt‘ indebt cfclnt-ws 
of the whole district be obtained. As for Broach district Mr. (Inlabbhai Morarj Kaik, 
B. A., has tried to put the i ndebtodness of the Broach district at rupees nine crorcs. Some 
idea of the iiidcbtednees may be had from the working of the Broach District 
Co-operative Land Mortgage Society, Ltd. 

The indebtedness of the agriculturist docs deprive him of his lands hy slow^ process- 
The who (leal with agriculturists have generally a mtdive to possess lands hv that 

his investments may bccoim* safer. In cases <»f agrii uiturisfs w'Ik< liave bcgini to incur 
debts and wdio hold lands t hey involve them int<. more and more d«d)i s by all<jwing iidcK^st 
to accrue and advancing fr('sh loans from time to time. In conrst' of time tliey takt' lands 
in mortgage by ostensible sale -deeds ami on fnrtherpr(‘ssn? t tlu y get tlu' safe the same 
land to them. It may be. observed that this process does not w'oik very effectively in 
villages wffiere the co-operative .societies exist as the agricuH nrist.s. win n rednceci to this 
state, would prefer the co-operative society to a so 2 vcar. 

Question 7.- -.Somt^ of the difficulties have been discussed ab^tve in answer to Question I 
Further it may be remarked that tlxe societies of the villages situated in the interior find 
it very difficult and costly to transat t biisinc.s.s with the district bank and its luanches, 
and 8p(MUally on tins sid(‘, societie.s in Hansed Mahal tind it very eostly to remit and 
receive the amountH of ti»e loan, tlnue being no treasury at the iUuhalkart\s office. The 
loan bonds are at present executed befoio the bajik's officers at' the bank or at its hraii- 
clxos and the people have to travel along distance. Tliis work can be simplified if the 
bank can allow Die documcjds to be excented before t he Supervisor of the Union and the 
amooiits be put in current aceounts so that the sooietie.s may draw* the same by cheques. 
Further, as remarked above there are many formalities and the eupervision sometimes 
booomee manifold, and it may be said that too mucli of control and supervision may 
mar the efficiency. As regaacls the (tuestion whether the Clo-operative Movement has 
succeeded in meeting the financial noeda of the agriculturists, it may be said that the 
co-operative credit societies have not as yet displaced the village sou^cars and, as already 
reijqiarked, the societies w'orking on the system regulated by the Act, rules and bye-law^s 
Mr. Harilal jRaUinram Tlianaki. 



cannot take the place of the sowcars who are masters of their business and can adjust 
their dealings from time to time as circumstances inquire. Again big landholders 
cannot conveniently take advantage of the village societies, and it may be suggested 
that a different type of society in u ialuka or group of villages may l>e organised to suit 
their requirements. In view of the fact that the working capital of the societies and the 
number of members in the societies are on an inci’ease, it may be inferred that the 
Movement is supplying the agriculturists’ needs to a large extent, bnt if it is asked 
whether the agrieulturists are adequately tinanced, the answer cannot 1)0 in the affirma* 
tive. A charge is often levelled by some persons at the Ou-operative Movement that it 
has increased the indebtedness of the agriciilturists iiiaj^much as it serves a purpose 
of one more mwcar, a convenient source for the agricult mists to incur further debts ; 
hut this not a true statement, and to realise the correct situation such persons ought to 
take active part in the working of the Movement for some long time. The indebtedness 
of the agriculturists seems to have increasevl, but there are various eauses and some of 
tlicm arc : — 

1. I'uecojiomie holdings. 

2. l^ncconomie management of the agrieult riral businoss. 

3. The growing teudeiicy to i!iicreas(‘ the cost of living. 

4. Tile ignorance as to their real marginal earnings from their businoMH. 

.■>. And lastly the nn/st important fact that the agriculturists d(» n<>t get the full 
value of their main crops due to unfair exchange ratio. 

The prices of the chief cjops of the agricmitnri.sts ar(‘ regulated and controlled by the 
])rioes fixed in foreign markets and foreign money. This entails a gieat loss to the agri* 
culturists. Again, want of a side iii<iustry to engage the spare time also tends 
to increasi' indebt t'dness. As regards t h<‘ side industries, in answ'cr to question C, it 
may here be remarked that spinning and handlooms are most t'oiivenient and Buitabio 
to t he agrieulf urists in their pi<‘seiit staU^ of develojmieiit , but in areas where other more 
prolitabU' si<ie i ndnwtries can be introduced owing i o some spi cia-l different circumstaneea, 
that would also be welcome. From this [loint of view it will appear that the real causcH 
for the inereaso of tlic* indebtedness are quite different, and in the midst of these 
oircumstanees the Co-operative Movtuuent is rather a relieving feature. 

QrKSXJOM 8. -Tn consideration this .subjeet, if we look hack to the relations tliai 
existed between tlie mwear and the lauTower before the Dekkhan Agriculturists'' Ilidief 
Act t ame into operation, we get an impression that those were more cordial than IhoHe 
existing at present. The Dekkhaii Agnicult mists’ Relief Act seems to be one of the 
factors affecting this change in relations. It may be atlmitied that the said Act did 
confer sunn; bemelits at the t ime of its application in Oujerat to the agriculturistB ; but 
as soon as the sowcars have seen through tlie provisions of the Act, they have made a 
change in their rbnili ng to meet tlie situation; and now it may be said that the 
agriculturists rlo not reap any substantial benefit by the operation of the Act, on tho 
<‘ontrary, their credit with good suwrar^ have (‘eased. Many r>f them have stopped 
dealings w ith the agiieulturists. The main sections of the x\ct regarding accounts and 
instalments thrnigh to relieve the agricidturiBts, but in fact do not doit a« tho 

sowcars now have learnt to provide against this and take an undue advantage of 
the Act. This sj>ecially, often, happens in case of Beetion lOA of tho Act. Aft regards 
exemption from arrest, it may be said that the agriculturists have been made happy; 
but the very fact has gone to increase their indebtodneBS, as the sowcar who is always 
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strict in enforcing repayment at promined time is better than the sowca/r who allowr 
his debtor to involve more and more in his debts. As regards the village musiffs it 
may be remarked that this section is also not necessary. It may serve to make the 
litigation less costly, but from the point of justice to be obtained, it may be better if 
the civil courts are entrusted with such claims, and in no case the village musijf fi 
jurisdiction should extend to claims of more than rupees 10. If it is desired that the 
credit of the agriculturists which is at present mostly impaired, say almost lost, is to be 
revived, the operation of the Dekkhan Agriculturists’ Relief Act should be stopped at 
least in Gujerat. 


SECTION m. 

1. The Imperial Bank and other joint stock banks have of late begun to open their 
branches in large cities and urban areas outside Bombay. Besides these co-operative 
urban banks have been organised in cities and ialuka towns and they do serve the pur- 
pose of helping merchant class and other traders to some extent. But it cannot be 
emphatically said that all these banking institutions combined do all the banking 
business and reach to the^mallest of industrialist or the trader. In G ujerat most ly the 
urban banks have surplus funds more than they utilize in the area of operation to 
relieve and help the whole class of traders and industrialists. These may be due to 
various sorts of necessary restrictions put on their working. Even capital from urban 
and ialuka town areas flows outside towards Bombay in form of investments in shares and 
stocks of other limited concerns. There are various reasons for this state of affairs. 
Borne of these seems to be failure of crops and consequent slump in local trade, want of 
confidence in local individual tradesman, failure of local traders due to inefficient and 
uneconomic management of business so as not to be able to bear up even h»w sales fn one 
year and the tendency on the part of money-lender to take not the least risk in invest- 
ment in industries. The result of all this is that the captial flows outside and local 
existing industries do not thrive and other industries have no scojx' to establish. It is 
not the capital that is wantod but to develop more and more banking institutions with 
few restrictions and which are prepared to do business on the lines of indigenous money- 
lenders even taking some ordinary risk necessary and usual to this sort of business. 

2. As regards means or institution for encouraging savings it may be noted that the 
people take very good advantage of the postal savings banks and cash (^rtificates. 
In urban areas the urban banks attract significant amounts of the people’s savings. The 
rural population mostly utilize their savings in buying new lands and in investing in gold 
ornaments as they are considered very safe, and the former kind of investment becomes 
productive and takes the place of means of permanent proAision U) the family. The 
villages in which co-operative credit societies exist, the savings arc e ncouraged by the 
compulsory deposit system and it has proved beneficial in many eases so that in societies 
of some long standing the members have to their credit amounts equal to the amount 
required for their current agricultural needs. 

3. As regards the influence of insurance societies it may be noted that the village 
population have as yet not taken to this sort of saving any appreciable extent. One 
or two men in some of the villages bordering on the ialuka town may have insured their 
Jives, but the spread of the life insurance is not so much as the people might be attracted 
to this system of saving. This is the best system of savings if people are brought to it 
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by propagaadi^ of life insurance literature and affording the due facilities to the agricul- 
turist. This will also serve as a protection against many risks of money that t he agricul- 
turists are apt to. There are few companies which take insurance for an amount of 
less thanRs. 1,000, and again the people of the villages think it a very hard job to obtain 
the insurance claim they being ignorant and far away from the ialuka towns and thinking 
that they will not be able to supply all satisfactory proof of death, medical pract itioners 
being far from the villages. It seems ver}’ necessary that a co-oiH?rative insurance 
society should be organised with ail facilities to agriculturists and with liberal conditions 
suitable to the rural areas. This work can well be managed at a low cost if managed 
through the existing societies. 

4. As regards other forms of insurance, iiiHuranoc against fire, cattle mortality, 
accident, frost, it may bo said that hardly any attempts are being made in this direction 
sj>eoially in the villages. There are no definite schemes for insurance of yieso kinds in 
the village area. As regards the other insurance except fire, there are no companies to 
take such risk in existence at present. It may be mejitioned here that there exists one 
cattle insurance society at Ankleshwar which does good at present. In the beginning 
insurance w^as made compulsory but now there are instances of people voluntarily insuring 
their cattle after experience of the system and taking advantages of this system. In the 
last general meeting of the said cattle insurance society a question was raised i-o introduce 
a method of taking risk of accident to cattle as the people now realize that they must 
assure their cattle and their work throughout season. This show's how the people, if once 
they understand a system of iriHurancc, are ready to pick up and take advantage of 
the system. 

Further it may be suggested that company for insuring the risks of crops bo formed 
on large scale at Bombay to i>rovide the farmers against losses often caused to them by 
famines and failure of crops and the Gr»vernment be also interested in this scheme 
inasmuch as their revenue is ooncerned. 


Oral Evidence. 

7076. The Chairnum : Mr. Thanaki, you are the ilistrict Honorary Organiser of 
Co-opt*rative Societies, Broach ? — lam the District Honorary Organiser of CIo-oiHjrative 
Societies in Ankleshwar and Hansot Mahal. 

7677. You are also a practising pleader ?- Y'es. 

7678. For how many years have you been doing co-o]K^rative work For about ten 
years, 

7679. From your statement 1 get the impression that the Co-operative Movement is 
not working well in Ankleshw'ar fa/uJka ; is this a correct impression ? — JNot as regards 
the Ankleshwar taluka itself. 

7680. You say that agriculturists are not adequately financed and do not get the 
same facilities as aouyeora give them ?- — This is a general remark for the whole 
district. 

7681. Are you in touch w ith the Movement in the whole district ? — Yes. I am also 
in the District Bank. Inadequate finance is the main difficulty. 

7682. But your bank has a large surplus, why is it that societies are not adequately 
financed 1 — The fact is that for adequate financing the bank must be free to do so. It 
is governed, on the contrary, by certain rules and regulations. It must be free to lend to 
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agricttlturistB au {sfmcaTfi and others do. The other difficulty is that an agriculturist 
is not enlightened enough to give out his needs. Also it takes time for him to get his 
loan. 

7683. Will it not be possible for the bank to sanction the general credit for the whole 
year and then receive applications from time to time for modifying it according to various 
cjircumstanees ? 'There is this difference. As undersU)od by the Department and by 
the bank the maximum credit ia fixed according to the requirement of a member. The 
other way is, looking to the position of a man, the maximum credit*ia fixed. I aay that 
a maximum credit can be given according to bis demands. 

7684. But do you not think that in that case there is the danger of a man borrowing 
more than his needs and get t ing into more debt t - -Yes, there is this danger. 

7685. Would it be possible from your experience as a director of the bank, for the bank 
to fix a credit for the whole year and then modify it from time to time according to various 
circumstancet; duj'ing every quarter ? — Yes, a part of the difficulty will be solved, 

7686. Is the finance sanctioned timely ? Does the member of a society get money at 
the time he requires it for the different purposes ? — The delay which was caused ordinarily 
is now being lessened. It requires to be lessened still more, ^'hings are improving now. 

7687. As regards the managing committees of these societies, do you think that they 
are W'orking well V- N In some cases they are working well and in others we find 
difficulties. 

7688. Wlio sujxvrvises the work of the societies ? As regards Anklcshwar there is the 

Union. Have yon a supervisor and an inspector Yes. 

7689. Are they trained men ? — The Supervisor is a trained man and the Inspector is 
a man of about 25 years’ experience in co-operative societies. 

7690. Jhtes the approval «d loan apjilit'atious depend upon the report of the Super- 
visor ?- - Yes. The 8up(‘rvisor hH>k.s into the forms and reports looking to other assets 
and liabilities, and if necessary, he will personally go ijito the village from where the 
application has come and enquire into the facts. It will be sent to the committee of 
the union and it goes to the Bank for fiiml disposal. 

7691. Does the bank send the applicat ion to the bank's inspector also ? — No. 

7692. What time doe.s ordinarily elap.se between the date of the applicatit)n sent by 
a eocifdy and the date of its sanction by the bank Y It do(‘s take a month or more 
than a month. 

7693. Is this liecause the supervisor has to go to the village and check it ?— 
The secretaries are not trained well, and they do not give all the information that is 
required. 

7694. Do you say that the villagers usually do not know how to state their require- 
ments t ' -Yes ; all of them are m>t enlightened enough to give even an approximate 
idea. 

7095. In your ialuka is there room for land improvement of any kind ? - Yes, there is 
room. 

7696, For wells ?*™Yes. 

7697, Is theye no room for levelling or for bunding ? — There is much room for wells. 

Mr, Harilal Haianmnt Tkamki. 



7698. Why d© they not take advantage of long-term loans t-- People hardly know 
about it. There is not siifii(?ient propaganda in this direction. They do not know hoW' 
to approach a person. 

7690. Could they not approach through mu ietiei>; for loan for land improvement ? 
Perhaps they d<^ not feel the need for land improvement ?• They do not f hink of improv- 
ing. They have no idea as to how’’ to improve the land. Unless some one goes and tells 
them to replace such and such a thing, they do not think of it. 

7790. Does luvt this mean that more propaganda and tuliuation arc required ? — Ves, 

7791. ^Suppose that such a propaganda is carried out, would ihcic he sufiicieid liimnce 
available to meet the demands that will arise ?— Ye.s. 'I'lic land mortgage hank <’an 
advance them for long-term requirements. 

7702. In the ( ase of failure of monsoon, marriagi^ exi-amses and other so-callctl nceessa- 
ricK, is a good memhevr forced to go to a soirair or the society ti nances him for all his 
needs -The difticalty is that he cannot foresee things as to what will huj)|»cn. 

7793. W(udd lie not foresee things in a month or two ahead ? - He w ill foresi'c things 
am*)nth in advance. There are several factors that < oinc in hi.s way. When lie feds tin* 
nci'd for finance he g<>es It) a society, Init it takes a h>ng lime for him to get the inoio'y, 
rh., aliout two months. 'Pherefore it does .sonictijiics haiquMi that after a inaniage is 
cch'hratrMl he may take a loaji and again la might have nquired scimc cAtra amount. 

7794. Could not tlie priiccss he cxpcdit('d ? — Jt ran la- cxjMsiitcd. 

7795. Do you think that a good member should not be foicc<l to go 14) Hiyurars if it is 
found that financ(^ in his case is necessary 'i- Ves ; 1 say Unit all mcinhciN slionhj )>i' 
ad('qiiatcly tinaficcd for all purposes. 

7796. Y<»u say : It often happenstluit. tlie aou'rars insii ad of living a rate of inKU't'st 
lix a ( crtfdn sum, say Hs. 25 4)r Ks. 50, to la* pairl to him on every Hs. 199 at thi- time of 
r('paYmr*nl during season witliout any regaid to the jieiiod of the loan, 'this amount 
is reco\yte*! h-y the syu/yy/cs evmi if the h jin has been a(i\ anc(>d only a month hefore th<‘ 
time of Kqvaymcnt Under what circumstances do tjicy lu»vc to |)ay tiii.s amount - 
What liappcns is that if an agriculturist wnints money It) -day he is paid to-da;\ ajid lit- 
promises to pay in the month of Mardi. There is no ratt <d intciast lived wilii him. 
Therefon* he lias to pay Ks. 25 or its 59 for evavry Hs. i9(). 

7797. Why does he accept sueh terms V Cannot lu* g( t at 12 pci' < cut. from an ordinary 
money lender ‘i— Nr*. 

7798. Is there ru* competition amongst tiie Hoiratr.'^ at all ‘5- Ordinarily tin y g» t at 
|9 or 12 per cent. Init for short-term loans thev havi* to pay Hs. 25 ♦>! li.s. 59 for every 
H.-^. Ht9. As 1 have mentiiined, the agricnlturist.s have jio idea ai>oui. loans. They incur 
loans w'iienever they w’ant. They take loans from sourars in June ; after this they take 
loans in September, and again when they go to Aoururs the ^nircah'< tell them that they 
will have a charge on their produce in which ease they will advance. They go thereforf* 
to su(*h persojis who will advance even under these cirmimstances. 

7799. is there a branch of the Broach Bank at Ankleshwar - Yes. 

7719. l) 4 >os it finance societies ? — No : loans are saiietionetl by the hank and they are 
given by the Ankleshwar branch, 

7711. Wha t is the of advancing loans to societie*? V lk» t hey come to the branc h 

bank and take the amount in lump ? — No. It is important in this way that the loa»£« 
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are eanctioned by the bank at Broaoh» and then the branch at Ankleshwar is informed: 
afterwards they would pass a do*iument ; and for the purpose of executing the document, 
three men have to come to the branch. 

7712. Would it not be possible to do it in some other vay ? — Instead of throe pcrsous 
coming from the village to the branch to execute the document the supervisor can go to 
the village and get it executed by them and their signatures attested. 

7713. Are these three persons usually literate ? — No. Thej^ can read the document 
and sign only. 

7714. As regards marketing in Aukleshwar does the agriculturist usually bring his 
cotton to Ankloshwar ? — There is no cotton market. They sell to gin -owners. 

7715. How many gins are there ? — Three. 

7716. Are there no other merchants who buy cotton ? — There arc very few 
merchants. 

7717. Are they small merchants ? — Yes. 

7718. Is most of the stock purchased by gin-owners ? Ho the agriculturists them- 
selves bring the cotton to gin-owners ? — There are two ways. Sometimes they are 
bought through dalale who go to villages and bring it, and at other times the producers 
bring it to gin -owners. 

7719. Whose dalaU are they ? — U in -owners'. 

7720. When they purchase cotton do they make immediate payments to agricul- 
turists ? — No. 8imply they get the contract signed by agriculturists, in which the rate is 
mentioned. If the agriculturist goes with his cotton to the gin-owner the gin-owner 
may say “ I do not want your cotton’’. 

7721. Does this often happen ? — It often happens when the rates are tiuetiiating in the 
market. 

7722. If the rate goes up, does not the agriculturist get extra profit ?~-No. 

7723. Does he suffer a loss if tlie rate goes down?— ^'^es. ' 

7724. Do agriculturists bring cotton direct to the gin -owner ? — Yes. 

7725. Do you think that more cotton is bought in villages, or do you think that more 
cotton is brought by agriculturists to gin-owners ? — More cotton is bought in villages. 

7726. Do the dalals settle the same rate in the villages as is obtainable in Ankle- 
shwar ? — The condition is that he has to take the cotton to the ginnery. 

7727. Do they get t he same rate or a lesser rate than w hat is lixed in the village ? — 
Ordinarily they get the same rate. 

7728. Is there competition amongst buyers in Ankleshwar, amongst these gin- 
owners ? — On some occasions there is competition. When one gin-owner has not bought 
sufficient quantity for his gin, then the competition arises. 

7729. Have the gin-owners an association for fixing prices ? — Yes. 

7730. Not for purchasing ? — No, 

7731. But is there competition for purchase ? — Very little. 

7732. Does the interest of the cotton producer suffer for want of competition ? — Yes. 
For iaatauco, what happens is, if one gin -owner refuses to accept the cotton the producer 
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has to go to another gin-owner and he offers lees than what was offered by the first 
gin -owiier. Instead of taking it back to his village, the producer sells it off. 

7733. Are there any warehouses or godowns for sU)ring cotton at Ankleshwar ? — 

No. 

7734. Do you think that such warehouses or godowns would be of advantage for the 
cultivator so that he can store his cotton ? — This will improve the situation. 

7735. To whom would he sell it afterwards Y Would he sell it to one of the gin- 
owners ? — When they bring l ot ton, they do not want an advance from the bank but 
they understand that they want to sell it olT immediately. This is the difficulty 
which (^omes in the way of an organization of a cotton .society. They do not want 
that their cotton should be kept there for sale. They want that it should be sold 
as soon as possible lest the rate may even go down. 

7736. Or the rate may go up Y — They do not want to take that chance. The rate 
often goes down. 

7737. You say : “ As fur the Broach district Mr. Uulabhai Morarji Naik, B.A., has 
tried to put the indebtedness of the liroach di.striet at rupees nine ciores ” ? — I have 
seen an article in the “ Vikas ” where he lias adopted some methods by which he has 
arrived at this figui’e. 1 shall send you this cutting. 

7738. You say that there is no siih-treasury in Hansot Mahal. Are hundis 
available ? — No. 

7739. They have to bring cash and pay motor charges, etc. ? — Yes, the whole Mahal is 
affected. There is one society in Dhamrad and memberH ha ve t<> come to Hansot Mahal 
and then to Ankleshwar and it lakes nearly 2 or 3 days. 

7740. Is there no other alternative 'i — No. 

774 1. (.'an you suggest any alternative ? — The Mahalkari’s office should he given the 
treasury or the treasury work should he done by the Hansot Mahal Urban Co-operative 
Bank. 

7742. Is there no treasury in Hanstit Mahal 1 — No. Therefore, if the whole work is 
transferred to the Tji’han Bank at Hansot Mahal, it can do the Government 
work also. 

7743. It means that a sub-treasury should he started there ?- Yes. 

7744. What is the Soi'iety’s capital now ? — It is in its infancy to-day. It is about 
Rs. 5,000. 

7745. You speak about the Dekkhan Agri<‘ulturists’ iielief Act. Do you think that 
it should be abolished ? — Yes ; this is my opinion. 

7746. On the same page you say : “As regards the village munsiffs it may be remarked 
that this section is also not necessary We have heard two or three witnesses who 
hold a coiitrary opinion. Have you any special reason for saying that this section is 
also not necessary ? — The thing is tha^ it often happens that some persons may not 
he so qualified and the justice may he miscarried because lawyers are not allowed to 
practise at village iminsiffa' courts. If there is some technical point the village muriaiff 
is not in a j) jsition to understand it and thus he eetahlishes the contentions of the money- 
lender against the defendant. This might become a step for other things also. Therefore 
he cannot be trusted. 

7747. Does this happen here ? — Yes, 
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7748* But on the other hand it would be costly to 6Ie a suit for only Rs. 15 or 
Hs. 20 ? — ^Ther© are village munsiffs in Ankleshwar. But this is my point of view that 
this section is not necessary, 

7749. Are there many savings accounts in any of your village societies ? — No. 

7760. Are your deposits mostly compulsory deposits ? — Yes. 

7751. Are there no voluntary deposits ? — No. There are very rare instances. 

7752. ' But even the compulsory deposit system has been beneficial ‘/--Only in old 
societies they have Rs. 300 or Rs. 500 on their accounts. 

7763. It seems your cattle insurance society is popular ? — Yes. 

7754. Are |>eople (joming of their own accord to insure their cattle ? — Yes, for the last 
two years it is so. 

7755. Is this due to any particular cause or have they found it beneficial ? — They 
have found it out beneficial. 

7756. Are large amounts taken for gattle from c4>-optuative societies '/ — There are 
members who have taken loans for purchasing cattle. 

7757. Do you expect them to insure their cattle with the insurance society ? — 1 would 
wish it. 

7758. Professor Kale : Is it your impression that agricultural indebtednesK has 
increased daring the last few years ? — Yes, it has increased duiiiig the last live or 
seven years. 

7759. If there had been no co-operative societies probably it would liave increased still 
more V — 1 would not agree with this view. What I say is that if co-operative societies 
were not t here, perhaps the lands which they hold now w<juld have passed to the .sou'carys, 
but I do not attribute this to be the only cause of tlieir indebtediu ss. Tin* sooieli(’.s 
have saved them, and for the increase of their indebtedness I have mentioned many 
other causes also. 

7760. Are there many instances in your laluka of lands having passed from the hands 
of cultivators into the hands of son}cars ? — The process goes on every year. 

7761. Have y4>u any statistics on this point V — No. 

7702. Is it then your general impression ? — Yes, they are from the documents and 
other things. 

7763. The Chairman : Does the bhagdari tenure prevail in your tahika to any great 
extent ? — No ; there are only two or three villages. 

7764. Professar Kale : You say : “ The other kind of sotvears, namely, shroffs and 
banking firms are slowly curtailing their business of lending amongst the agriculturists 
Is their place being taken by co-operative societies ? — Ye.s, and also by sotvears. Now 
another clans has arisen in villages in place of ^hroffs who are curtailing tlieii business 
with agriculturists. They are the Pathaii sowcars who may bo Hindus. 

7765. Has the District Bank of Broach large business in Hansot Mahal ? — Yes. 

7866. Has it considered the opening of a branch there ? — This question is being 
considered. 
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7767. If (t branch is opened^ will it solve a part of your difficulty 1 — Yes. 

7768. Mr. V. L. Mehta : Is it a general complaint on your side that adequate tinance 
is not made available because there are loan limits beyond which an individual 
cannot borrov' and it is difficult to get the limits raised or to have special limits sanctioned 
or are. there no such complaints in these parts ?“-Thcrc is a complaint that adequate 
finance is not available. 

7769. But there is not much inconvenience felt on account of delays or refusal to raise 
limits or to sanction special limits ? — For the last two years it has been cured. These 
delays arc being removed. 

7770. With regard to the granting of loans promptly, has the District Jiank any system 
under which societies in your Ankleshwar talvkn can draw money under tlie old credit ? — 
No, it cannot draw against the old credit. 

7771. Suppose in 1924 a limit has been fixed, the recoveries are expected in March- 
April, and in the meantime if the society wants some money, is there any system by which 
it can got finance under the old credit 'i — No. 

7772. Is there an}^ system of giving payment to membt^rs of societies by means of 
cheques or is a lump sum taken away'' from Ankleshwar and distributed at the 
village ? Is there no system of having a (airrent account and drawing cheques oii 
current acuiuunt V — After the bonds are signed the whole amount is put into eurieiit 
account'. Instead of giving the loan to a member personally he wdll get it through the 
secretary. 

7773. You said that the preparation of normal credit statements is rather too elaborate 
a process f(U- agricult nrists. But you would not like to do away with it altogether ; 
would you V- '-That may be ; and from the agriculturist’s point of view% I say, it ought 
to bo simplified. 

7774. I think yon said that it has an educative value ? — Yes. - 

7775. And so 3 'ou would not like to do away w'ith it, but you would like to simplify it 
and make it still more popular V — Yes. 

7776. Mr. Kawat : When giving a loan to an agriculturist do you ask him to declare 
his previous borrow ings from his sowcars ? — No. 

7777. Would it be a feasible proposition for societies before they give any'^ loans to at- k 
agriculturists to sign a declaration on a form showing what their previous debts may be 
from their sowcars ? — It may be a good thing but it will not be practicable. People w ill 
not submit to it. The members will be unw'illing to submit to this condition unless 
some propaganda is there. 

7778. But if this could be done, one convenience would be that you would bo able to 
find out the indebtedness of a man ? — Yes. 

7779 . And secondly, also to inform the sowcar of the loan that you give to a member 
so that he may also know' (he position of the borrower so that there will be a sort of 
co-ordination between societies and a sowcar. If this could be done you will .secure tw^o 
advantages; ( 1 ) you will be able to find out the total indebtedness at least of those 
who join soiueties and ( 2 ) you would secure co-ordination between sowcars and 
co-operative societies by' a further step, namely, by informing the sowcar about the 
debts borrowed from the society as contained in the declaration form so that the 
sowcar may know the position of the agriculturists who borrow's from him ? — Another 
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question will arise. The sowcars will not be willing to disclose the information as to 
what their lending rate is and so on. 

7780. All the sowcars will not be willing to give such information, you mean ? — Perhaps. 

7781. The point is not whether a souxar will like this step or not. The point is 
whether yon would like to have co-ordination, and if so, whether this method is 
feasible ? — We would like to have co-ordination with them. 

7782. And the question is whether this will be a suitable or an unsuitable method of 
co-ordination. If a society refused to give a loan before .such a declaration is made by 
a member, would such a declaration, if made, secure co-ordination V — Yes. 

7783. The man who wants to borrow and who comes to borrow^ will have to make 
a declaration. Would he care to come to you if this declaration is made compulsory V — 
No, he whll not come. 

7784. Practically the result will be that he will not come to the society at all ? — Yes. 

7785. Do you think that the idea of a co-t)perative insurance society w’ill be 
a workable schomo in villages ? — I think so because 1 am w'orking as an insurance agent 
also. I have gone for this work in villages and I know there are two ditliculties, which 
come in my way. They are afraid whether they will get back the money or not. 

7786. Have they no contidence in co-oj)erative insurance companies ? — No. They 
think that perhaxrs they wdll not get their money back. Another thing is most of the 
companies do not take insurance for less than Rs. 1,006. These two ditliciiities come in 
my way in organizing a co-operative insurance society. 

7787. This is the real asjHa t of the question wdiich we have to eonsidei il w'c wish io 
teach the methods of savings to agriculturists. Would il be j)ossi ble to have an insurance 
society walling to give facilities such as a lower limited insuranee xioliey for Hs. 500 and 
also a further concession that the death claim should be certified not by doctors who 
cannot goto villages but even by village otticcis V — It will be simply good. After these 
facilities, W'ith a certain amount of j)ro[>aganda work some villages would be willing to 
take policies. 

7788. 8upx)ose a policy of Rs. r)00require.s an annual premium of say Rs. 20 or Ks. 25 
according to the age, will many people in the villages be able to save this much from tbeir 
earnings in order to keep the policy in force for a number of years ? — The money may bo 
taken either at the sea.son in certain villages. In other villages there are those wdio have 
cattle and buffaloes and who get daily income. There are certain agriculturibts who 
have this milk industry and they get their bills cashed every month. 8o w e can fix their 
instalments according to their season. This can be done. 

7789. What I want to know' from you is whether thivs saving of Rs 20 or Rs. 25 per 
annum could be secured by cultivators from year to year in spite of sea.soual 
difficulties ? — Ye.s, 

7790. You told us that dalale go to the village and sometimes they take a document 
from the farmers and d*) not give any receipt to them, and then the buyer in the gin goes 
back ujKin the cs^ntraot and the poor villager has no remedy. Have public -spirited lawyers 
like you made any example of delinquents by prosecuting them The persons who suffer 
never complain. They fear that they will l>e harassed, and so they arc afraid of complain- 
ing. I had an incident of a man who had come to me saying that he w'as beaten by 

Jiifr* HarUiii Hatanrata Thmiaku 
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a ginM)wner» I told him to lodge a complaint, but he said that the man was a capitalist 
and that he would not like to do it because in the next year he would Ik? harassed. 

7791. Apart from the customary extortions, are there any actually illegal methods 
under which the grower has to part with his cotton ? — There are also instances of 
harshnes.s meted to agriculturists, 

7792. The Chairnuxn : Are postal cash certificates popular in the villagoH iu your 
taluka ? — 1 cannot say definitely. 

7793. Do i>cople deposit in postal savings banks ? — Yes. 

7794. Do ijcople from villages deposit in postal savings banks? — Very few agrioultuists 
do so. 

7795. In your coui’ts when land is ordered to be sold for payment of debt, is the 
whole land (U* is only a piece valuable enough to meet the amount of I he debt ordered to 
be sold ? Wiiat is the n.siial practice ? — This Ls of course for the Collector to decide 
because the tietuees are executt'd by him. I think, only that much portion of the 
land is sold which will meet the amount of the debt. 

(The witness withdrew.) 


Mr. MOOSABHAI HASANBHAI of Broach. 

{Summary of Iteplien to the Questionnaire in Gujarati,) 

'I'he co-operative banks advanee funds against lands to the extent of 50 per eent. of 
the value. I'ldess the limit is extended to 75 per (‘cnt. the agriculturists are not likely 
to derive any benefit. 

The value of land in this district is Ks. 150 to Ks. 250 per ame. Inferior land can b(; 
had for Ks. 100 per acre. 

Government pul Ut auction the whole plot of land even though the arrears of revenue 
can be? cleart‘d by the sale of a portion oidy. 

Oral Evidence. 


{SinnhKtry of Oral ErAdeuce in Oujarali.) 

1 am a Director of the Broach Co-operative Bank and the Chairman oftheSamni Vila- 
yat Society. There are tw'o hundred raenil>ers of the society. Our capital is Ks. 18,000 
and the reserve fund is Rs. 7,000. The limit of each member is Ks. 500 to wbi< h 
amount ho is financed. No special limits are sanctioned. For big agriculturists the 
limit is too small and therefore they have to go to the sowcars. Out of tw^o himdred 
members most of them have to go to the sowcars because of bad year.s. In good season 
many members have n<it to go to the sowcars. The members first pay t he Government 
a.ssessment and then they pay the sowcars und the societies. When Ciero arc tw or three 
consecutive bad sea.son8, the co-operative society does not advance loans to members. 
In Vagla taluka there i.s scarcity of w^ater and the agriculturists suffer on account of want 
of sufficient water. The agriculturists can get money twice or thrice a year ui> to the 
limit sanctioned. Our society is “ A ” class society, but the bank does not advance more 
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the iimit hxed. 1 would suggeet that individual limits of agriculturist h should b© 
fixed according to their credit, and loans should be advanced to them according to the 
security of land, etc. 

There is bhagdari tenure in my villaige. It is advantageous as it is unalienable, and 
the sowcars cannot got the land from the agriculturistK. The bhagdari tenure should not 
be abolished, as otherwise the agriculturists would lose their lands. Government put to 
auction the whole x^lot of land when the land revenue is not paid. 

The agriculturists do spend money on marriage and death ceremonies, but the cxx.>endi- 
turo is now reduced because people have no money. 

1 suggest that the limit of Ks. 500 should be increased to about Ks 1,000 in case of 
sound agriculturislH. Kvery irulividual should be advanced Hccordiiig to his credit 
otherwise the agriculturists would 1>f* more and mort‘ indcided. There are tMo hundred 
members in my society. Jn niy opinion the society should he divided into two classes, 
and two limits should be fixed separately for sound and weak members. Very few 
members have been redeemed from their old debts. 

There is bhagdari tenure in my taluka and we cannot taktj tlio lands as security as the 
land is unalienable. Home of the land in my talnkajH not under bhagdari tenure. I am 
not aware that the Hpecnal limits can be sanctioned over the limit of Rs. 500 already 
fixed, but we would take advantage of the special limits if they are granted. 

Normal credit statonieutR are jireimred according to the limit of Rh. 500. 'riiere will 
not be any harm if siiecial limits are sanctioned to big agriculturists if they require moic 
money. 

The land mortgage banks should adv^anee money to the extent of 75 per cent, of the 
value of lands. At present th(‘ banks advance money on the security of the land to the 
extent of 50 cent, of the value, and tlu‘ agrienlt urists do not derive much 
benefit. The indebtedness of the jieople in my taluka. is not double the amount of 
value of lands. The agncnlturists are xw)or and they do not apeculatc and Hie 
iadebtednoss is not very groat. 


(The witness withdrew.) 


The Committee then adjourned till JJ a,m. ou the 26th November 1929 > 


Mr, Moosahhai Sasambhai. 
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November 26th, 1929. 
BROACH. 

Present : 

Mr. J. A. Madan, (M.E., T.C.S. (Chairnian). 

Professor V'. C. Kale. j Mr. V. L. Mehta. 

Mr. B. S. K aaiat. ! 

Mr. K. P. Masani {Secretary), 


Mr. Y. R. JOSHI of Sajod, Taluka Ankleshwar. 

Replies to the Questionnaire. 

SECTION I. 

Question 1. — In the Ankleshwar talvkaol i^roaeh dhstriet the agriculturists get their 
fuianoe supplied generally through private mon(‘y-lenders ; but wherever there arc 
credit sot ieties, they are partly financed through these organs. The agriculturiBts of the 
villages, where credit societies are, arc not taking money from t he sot-ieties partly because 
they fear that by taking money from the societies they shall have to give out the reasons 
tor using the money which they do not like. Also they feel that all the money they need 
will not l)e supplied by the societies. And the village committees are not yet wtII 
trained with rules an<l regulaiions. 

(а) For expenses during cultivation : — 

During (mltivation, farmers gemerally get money from tlie private money-lenders (»n 
promissory notes. 

(б) For capital and permanent improvements ; — 

For capital and pciTnaneat improvements, farmers are not getting money from money- 
lenders or from anybody excepting the ito-operative organs. 

(c) For other special needs, failure^ of monsoon, for laud revenue, etc.;— 

For agriculturists are getting money either by selling oil a part of their jiroficrty or by 
mortgaging their lain! at the private money-lenders or the credit societies w here they are. 

The poor farmers are charged at least 12 jx*r cent, interest for four months by private 
money-lenders on promissory notes. In such cases interest charged by the money- 
lenders varies from 12 jxt cent, to 15 per cent, per year. But when tbe^people give their 
owm land, houses, or ornaments in mortgage, the interest that they are to give generally 
varies from 9 j)er cent, to 12 per cent. But the greater percentage of debt that is 
advanced on mortgage comes under 12 per cent. rate. Only well-to-do farmers in rare 
cases get money for their ow^l finance at the rate of 6 per cent, on promissory notes or 
mortgage. But in doing so, money-lenders have their own foresight. Because when 
they go to the village they put up at such a farmer’s house and this farmer practically 
does much of the recovery work of that money-lenders and such a farmer is generally 
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influential in the village. The rest of the farmers are trodden under the high rates of 
interoat aa mentioned al)ove. 

In our taluka Government, the Imperial Bank of India, the joint stock banks, the 
indigenous hanlis and bankers practically play no part in agricultural finance. But co- 
operative banks finance the agriculturists through the rural co-operative credit societies 
where they are. These credit societies finance the members for their current needs in 
the farming. Professional money-lenders finance the members for their current needs such 
as building houses, marriages, caste dinners, for fighting some .suit, etc. Local merchants 
and dealers generally finance the most of the farmer class, in the form of com, rice, sugar 
and all the small requisites of the house for the whole year. And they in return, in the 
season, get the new ready com from the farmers. But here the faraiers lose much more, 
because they are not keeping accounts. They buy whatever they need from the local 
merchants without caring for the pri<;e which they have to give in return in the season. 
Local merchants generally charge very high prices for the materials they advance, and 
when they buy up from the farmers in the season they give a considerq.bly low price for 
the com or goods of the farmer. In this way mendiaiits and dealers in the villages are 
found in almost all villages in flourishing condition. If we < alculate the whole thing these 
merchants get as much interest as the sum they have invested. In my opinion these 
merchants are the most dreadful persons to ruin the ignorant and poor farmers. Over 
and above this, many a time, they play mischief even in writing their accoimts. 

In our taluka ihero are nearly 100 villages, and taking an average, 1 suppose, per village 
at least 40 farmers ; and on an average every farmer has got 15 acres of land. For every 
acre of land, at least Ks. 20 are necessary rl tiring the cultivation, over and above the 
charge of his personal care and labour ; that means for the expense during the cultivation 
for this taluka fx^r year (he fanner class needs Ks. 12,00.0(10. If all of them are made to 
get their needs supplied through this co-operative organs, and if we want to make free 
the farmer (dass from the clutches of the money-lenders and looal merchants, and if the 
whole business of the farmer is to go through lash payment, the total amount required 
to redeem the old debt will be Ks. 40,00,000. On an average scale every farmer 
possessing 15 acres has at least Ks. 1,000 debt. 

Now to a farmer of 15 acres Ks, 200 will be bis annual debt to a local merebaut for 
financing him with jwar, wheat, rice, sugar, oil an<l such other things necessary for the 
house and the cattle. 

Money-lenders and local xnerchaniH are not only eating away the farmers but even 
harassing them for the recovery of their money. Ik^cause the rates of interest are very 
high and in bad years farmers get tired by the pressure that they experience from the 
money-lenders and merchants. And in the season many a time farmers are obliged to 
sell off their cotton or corn at a low rate as they <'annot wait for realising the good 
rates. The remedy for this condition is to have credit societies in every village with 
strong and able committee having full knowledge of the rules and regulations of tjie 
working of the societies so that j^eople may l.>e financed adequately for the current needs 
and money cannot be wrongly invested. For such purpost^a the present committees 
are uitt^rl y ustdess. They know nothing alx>ut their duties. For the spread of knowledge 
of this system, educated men with the idea of service to the poor people should move 
in the villages to guide the committees or the men should conduct at least one society 
w'here they art' staying. Otherwise with increase of credit societies no benefit will be 
done to the farmers as the people will be taking money from the societies and also from 

Mr. T. Ji. Joifhi, 
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tlie maii6y46iidera and they will be gomg still in debt without improving their own 
condition. 

In our taHuha there are nearly' 47 credit societies* And these societies have formed 
one Co-operative Ankleshwar Taluka Supervising Union. This union generally takes 
care for not allowing the societies to misuse their money through the committees* It 
looks to the accounts and the recovery of the money that has been inva«te<i. Only this 
much work does not solve the question of the <liOieulties of the societies. This union 
ought to try to get rid of the local merchants and dealer.s by supjdying the farmers wdth 
their needs in kind. It should also try to culture the minds of the people. 

Question 2. — In our iahika principal crops are cotton, jvarf wheat and Ifing. Out 
of these, (’otton is the main crop. Almost all the cotton is bought up by the ginowners 
in the form of seed cotton, through their dalals. These ginovTicrs sell this knjyas after 
ginning and pressing to the millowners through other established agents. In this 
system farmers arc put to great loss and inconvenieiice. 

Poor farmers’ cotton is bought up in advance before the crop is ready, by advancing 
some money on the standing crops. In this case tht^ farmer liardiy realisc>s three-fourths 
of the price of what he may get in the season, if he sells it. In other cases ginowners send 
their dalnls to buy up cotton in tlie villages, with the prink'd form of kabala (contract 
form) and with the order to buy up cotton up to a certain price. Tlic dalal, in his turn, 
always tries to do his best, in settling the price with the farmers for their cotton in the 
interest of the ginowners as he is to earn his livelihood through th<* latter. In the kabala 
(contract form) after settling the pricH>, farmers who want to sell put their signatures and 
also put the quantity of cotton that they sell. Hut in this kabala it is printed that good 
quality of Ist and 2nd pickings of cotton farmers are to f)ring, otherwise ginowners may 
not consider the contract valid. Acc ording to the aliove-mentioned condition the terms 
are always in favour of ginowners and tliere is no consideration at all about the farmers’ 
standpoint. After this kabala is signed by the farmers it is sent to the ginowners by the 
dalaJ's man. According to this a farmer is bound to give the liest tyi)e of cu)tton, but 
the ginowner is quite free, even if he does not a<'knowledge the executed contract, 
because in the (■ontract he is not bound to keep up the validity of the contract under 
any circumstances ; that is, the poor farmer is boun<l by the contract to supply good 
cotton, but the ginowner is quite free to undo the eontracl w henever he likes or w^hen- 
ever he thinks that he is in loss. The rea.son for this is that he never made any contract 
favourable to a farmer, nor he gave out any signature or binding to acknowdedge the 
receipt of the cotton Vjought according to kabala even when the quality of cotton is of 
the required type. 

After the contract is signed by the farmers, if the rates of cotton go down, the 
ginowner troubles the farmers in several ways w hich are as follows : — 

(1) By informing the farmer that he does not want his cotton, as it is not of the 
required quality. But this is a trick to give less rate.s to the farmers than What was 
offered in the kabala. This giving of less rate is known by the Bpe('ial wnrd Icarda 
per bhar of cotton. This karda varies from Rs. 5 to Rs. 50. 

(2) Farmers are troubled and given less value per bbar by another special method 
which is very common. From the south of Narbada to Navsari by weighing 
less when the rates have gone down, some ginowners instruct their wnighers to make 
up the loss, and so many farmers thereby lose from one inaund to 10 seers of cotton 
■per bhar. Farmers have no knowledge of weighing and, therefore, they are obliged 
to agree to what ginowners w^eigh. Many a time, out of 25 carts 20 are punished by 
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weighing less and eharging the farmers that they brought leas from their places* But 
it is not poBsible that all the farmers brought less cotton. Ginowners always try to 
please two or three leading persons of the village and others are doomed. 

(d) Very often farmers are not getting the cash payment for their cotton, the 
delivery of which they have already given. In their busy time of season, farmers are 
obliged to go several times to ginowners to get their money. And in some oa.ses when 
the giiiowner is in extreme loss, farmers do not realise the price, but they suffer for the 
sin of the ginowncr. 

(4) In the present system in selling cotton, farmers do not keep up their self-respect, 
but they are as it were the menials of the ginovmers. 

(5) Ginowners, many a time, are in the habit of mixing bad and good cotton, as 
the cotton is sold by the name of locality. In that year the ginowncr realises the 
better price and makes a good profit. But when the buyer comes to know alxmt this 
he gives less price to that ginowncr or for the cotton of that locality. Tn this case 
ginowner is not at a loss at all. Because when he realises less price he gives less price 
to the farmers, keeping the margin of profit as usual. Thus in this case too for the sin 
of the ginowner the farmers are to suffer. 

Ileoeiitly for the last four years due to the above difficulties, some farmers of this taiuka 
specially from the Hansot Mahal hav(^ started the Hansot Group Co-operative Cotton 
Sale and Seed Supply Society, l^td., and it is flourishing day by day though it has got 
its own difficulties to come ahead off the clutches of the ginowners, as the society is 
dependent on the ginov^'uers for ginning ^nd pressing. 

Tor the rest of the three crops jwar, wheat and lanij well-to-do farmers keep up for 
themstdves the amount necessary for their use, and the rest they individually sell them 
to the local or kt/uka morchants. And poor farmers are obliged to hand over their coni 
to the local merchants at a low rate in return for what they have taken from the 
merchants throughout the year. In both the cases the farmers, though working day 
and niglii and producing the corn, do not realise the exact price which they ought to, 
and the lo(‘al mer(diants within a short ^xu’iod, after buying, i-ealise by selling wholesale 
outside. 

For cotton, in a taiuka, one particular place should be settled as bazar. Wlieu the 
farmers want to sell their seed -cotton may bring their cotton there. In this bazar 
the daily exact rates may he put on the board and a permanent committee representing 
farmers, gmo^^ulers and some local gentlemen should guide the business of cotton in point 
of w eighing, kin da rates, and quarrels. 

JSome such things should be done and Government should give protection in this matter 
in the form of regulations. This will l>e of use to the farmers wlio w'ant to sell off their 
goods as soon as possible and individually. 

The other possibility is to start the sale societies and also ginning societies which 
will relieve the farmers to a great<*r extent. 

In the sale societies great facilities are necessary when the societies are to wait for 
some time to sell their goods. These societies also are not getting sufficient facilities for 
their current needs, and hence many a time they are baffled and in spite of getting 
prolit they lose, and in spite of being away from the clutches of the giitowuers they 
are entangkHl. The other farmers wffio are not members of the sale societies are also 
obligtMi to sell pff their cotton goods to pay money to their creditors, and land 
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itovenue as there are no credit facilities. And thus they realise less price as tliey are 
obliged to sell at inopportune time and in their needs. 

No other bank but the co-operative bank helps the sale societies according to its 
condition which is many a time a very heavy job for the sale societies. As on the whole 
societies are obliged to give more than 2 annas interest with the charge of the inspector, 
this does not help in any way to the sale societies which are yet in infancy. But if this 
bank modifies some of its own conditions it can help the sale societies to a still greater 
extent. Local merchants and dealers take away a large share of protit from the farmers 
by buying up their goods in the time of need of the farmers. This state requires great 
propaganda on the part of the workers for the awakening of the farmer in economics 
matter. 

Dalals play a very important part in the internal trade of the province, 
specially in cotton. For their labour, the sellers give the charge and they work mostly 
in the interest of the buyers, because the system in the Surat market is such that 
the broker gets his brokerage from the seller througli the buyci-. 'Jliis is a very 
awkward condition. And without tlu? stand lug rules by which the broker might be 
governed, they look to their own interest than that of the buyer or seller. These 
people now-a-days have greater power, and buyers and sellers are at their mcrcfy. 
They get large amount of brokerage from big cotton merchants and, therefore, they are 
naturally partial to those merchants and the sale soeietic^s due to this condition have 
their own difficulties to sell off their cotton. Udiese difficulties art' often experienced 
when the demand is less. At such a moment they try to plcast? big merchants by helping 
to sell off their cotton in preference to that of others. Not only this, but the sale 
societies due to their small magnitude do not realise the proper price for their first edass 
cotton as the brokers do not take much interest in them. 

Qukstion 3. — In our laluka the value per acre of land varies from Rs. od to Rs. 2(H). 

(а) V'alue of land in (Joverii incut auction for non-payment of revenue. 

Value of laud in (government auction for non-payment of revenue may he hardly 
Rs. 5(,i j)er acre, because very few people will bo ready to buy under such condition. 

(б) Value of land in the event of sale by coiirt decree. 

In this case the value will vary from Rs. 50 to Rs. 150. In this case buyers will be 
found in greater numbers than in the first case. 

(c) Value of land in purchase bj" private negotiation. 

Value of land in purchase by private negotiation will l)e the real value obtained as 
mentioned above, as here the land owner will be seiling his land at his own convenience 
and sweet will, and here time and place arc not fixed. The value of land is afi'ecU'd by 
the following factors : — 

(1) The nature of the soil, ^ 

(2) It will depend upon the field whether it is far away or near the village. 

(3) Nearness of the market. 

(4) Amount of rainfall. 

(5) High level or low level. 

(6) If the well i.s dug in the field the value depends upon the sweet or salt water. 

(7) Labour of the farmer and manure. 

(8) The value also depends upon the deep rooted weeds that are present or 
absent. 
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(9) The value will vary according to the condition of the local farmers, 

(10) The value of land will depend upon the rates that farmers realise of the crops 

grown in the hold; * 

(11) The value of the land will depend upon the good year or bad year, 

(12) The value of the land depends whether it is on new tenure or on ^Id one. 

(13) The value of the land will depend upon the good management of the village 
work, e.g., good watching work, less damage to the crop by cattle or thieves, 
good roads, reaniess of water in the ground, etc., that is, it will depend upon 
general happiness to the people. 

Oral Evidence. 

7796. The Chairman : Mr. Joshi, you are a landholder V — Yes. 

7707. And you are also a liachelor of Agriculture ? — Yes. 

7798. What is your princ ipal business ? — Farming. 

7799. Do you do farming yourself ? — Yes. 

7800. Can you tell us how much land you have ?- — 1 have nearly 400 higu^. 

7801. It is all V— Yes. 

7802. Do you not farm according to the improved methods ? — No. 

7803. Do you think that thc^y would be useful ? - 1 do not think so, bccauBC the 
holdings here? are very small. 

7804. Supposing a village combines, the sirialhiess of the holding would not come in 
their way ? — If the soil is weedy, there the tractor would l)e useful, and it is for 
deep-rooted weeds. 

780r». Have you heard tliat the tractors are being used in i*ardi ? — We ba\’e alreiuiy 
one tractor in our own faluka. 

7806. Whom does it belong to ? — It belongs to a big landlord. 

7807. Has he used it ? — Y"cs. 

7808. Does he not find any great advantage therefrom 'i — No. He is completely in 
loss. 

7809. How deep does it go ? — It goes up to 9 inches and its cost comes to Rs. 22 
per acre. 

7810. W'ould it cost more or less the same amount if you plough 9 inc hes with an 
ordinary plough ? — It is not ncfM.*ssary to jilough 9 inches at all. It depends upon the 
nature of the soil. 

7811. W^hat crops do you raise ? — The principal crops we gi*ow are cotton, jwar, wheat 
and hmg. 

7812. Is there any improved kuid of seed fhat is used ? Do you us<^ for cotton 1027 
A.L.F.? Do 5 " 0 u find this most profitable? — According to our expOrieneo it has not 
been profitable. It is not fetching a higher price because the outturn is very small, 
i.e., for every Ihandi the rate we realise is higher, but as the outturn of the lint is less 
therefore on the whole it fetches less price. 

7813. Is the staple better ? — Yes. 

7814. But if all the area is put under 1027, would you not be able to get a better 
price ?— This has io be seen now. 

Mr. Y. H. JoM. 
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7M5. ts muck money required for land improvement in j^our ialulca ? — Ves. 

7816. What kmd of improvements are neoessar}^ ? — Sinkinj? of weljs, loveJiin^^ and 
bunding in some eases are necessary. 

7817. Are there an^^ other kind of improvements requiring long-term ftuance ? — 
[ have not thought about it. 

7818. But do people go in for wells and for levelling, etc. ? — If they get money, they 
will go in for such improvements. 

7819. Is there any difficulty about getting long-term tinance '{• — I'p to this time there 
was no difficulty. 

7820. From whom did they get it ‘/--They did not get any money. 

7821. Was there no demand ? — There might demand, but they are <‘oii.servative. 

7822. Supposing propaganda is earrietl on, do you think that theie is room for such 
improvement ? — Yes. 

7,S2*k They will need then long-term tiuan< e, will they not ? — Yes. 

7821. For how long do you think the tinance will })e re(juired ?- hor at least ten 

years. 

7825. Do people go in for tm'rari at all for wells ? — No. 

7826. In your written evidence you say; “ T;n the Ankleshwar /o/y/Aa of Broach 

District the agriculturists get their finance .supplied generally throtigh private moiiey- 
leiiderH but wherever there are red it societies they are partly tinaneed throtigh these 
organs”? — Yes. 

7827. Are you also an llom^rary Organiser ? — Yes. 

7828. Why are these .societies doing tinancing partly ? Is no adequate finance avail- 
able ?— The farmers are not getting thtdr entire netnls supplied by Hoeieties. Their needs 
are being supplied by societies partly. 

7826, But so far as their agricultural needs are eoneerned, they might be finaneuig 
them fully ? — Even for agricultural needs, the maximum limit is fixed. 

7830. What is the individual limit in agriculture ? — It vanes from Ks. 200 to 
Ils. 500.^ 

7831. Docs not the maximum limit suffice the majority of member.s ?*— I do not 
think 80 . 

7832. Why do not the societies get that limit increased if it is not sufficient for 
a majority of members ? This can be done, can it not ? — Yes. 

783.3. There are also surplus funds available in the central bank. Why do you not 
get the limits raised and get funds from the btink 7 I presume this could be done ? — 
1 do not think the amount that U required by the farmers can be supplied by 
the bank. 

78.34. Why not ? ^Thcre are several lakhs remaining idle with it. They are meant 
for financing agriculturists ? — But they have not been supplied as yet. Several sot ietic‘H 
have already demand ( h 1 that the increase of limits should be sanctioned, but they arc 
not sanctioned. 

7835. In the case of a big landholder there is a rule that a special limit can be sanctiou- 
ed to him, is there not ? — Yes. 

7836. Do people take advantage of this rule ? — They are just coming to know about 
it because it is newly introduced. 
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7837. But if such limits for bi^ landholders are sanctioned they will remove partly 
this difficulty, will it not ? — Yes. But the process of getting money is very very long 
and, therefore, the farmers are getting tired. 

78.38. Mow long does it take ? — Sometimes it takes three or four months. 

7830. Why does it take so long ? — A member w ill have to make an application, it will 
go to the union, then the supervisor will go through it and submit hU report and then 
it will be sent tx) the committee of the union and it sends the application to the bank. 

7840. Do you not think that it will be possible to shorten this period ? — If he works 
and takes a keen interest, then the time can he lessened. 

7841. But the supervisor is a paid officer, is he not 1 — Yes. 

7842. If a society prepares its statement, it can go to the supervisor and he should be 
able to dispose it off without mucli delay ? — Practically it is not so. 

7843. You say that the village cominittees are not properly trained. Is there not an 
institute for holding edasses ? — I think that there are very few^ classes held . . 

7844. Do you not think that if there are more of these classes, they will be useful ? — 
Yes. The institute should carry on more propaganda also. 

7845. Are you an Honorary Organiser for the whole taluka *i — No ; 1 am the Honorary 
Organiser only for the Hansot Mahal. 

7840, You say: “Only well-to-do farmers in rare cases get money for their own 
finance at the rate of six per cent, on promissory notes or mortgage. But in doing so, 
money-lenders l^ve their foresight. Because when they go to the village they put up 
at such a farmer’s house, and this farmer practically does much of the recovery work 
of those money-lenders and such a farmer is generally influential in the village. ’ Now 
this farmer is a local man, is he not ? — Yes. 

7847. If an outsider can use an influential farmer to recover his dues, cannot the 
village society use the influence of such people for recoveries ? — Yes, it can. 

7848. Will they do it ? — Yes. 

7841). Tow^ards the end you say : “ Professional money-lenders finance the members 
for their current needs such as building houses, etc.” Do societies advance finance for 
building purposes ? — Yes. 

7850, Then you say that the village money-lenders arc local merchants ? — Yes. 

78.51. Is it usually the case that a village money-lender is also a merchant ? — Some- 
times it happens so. 

7852. Usually a village money-lender only does money-lending business, is he not ? — 
Yes. 

7853. Do you keep accounts of your own farming ? — Yes. 

7854. Is the figure of Rs. 20 per acre arrived at after taking these figures into 
consideration ? — Yea. 

7855. But for people who are actually on the land and w'ho have small holdings wnuld 
it come to such ^um as Rs. 20 ? — I think so. I have the accounts for the last 12 
years, and I am managing two farms at two different places and from that I have come 
to this conclusion. 

7856. But you4iave to engage labour and pay for it ? — Yes. 

Mr. l\ R, Jmhi. 
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7857. While an actual cultivator who has a small holding of 10 or 15 acres will 
probably do the labour himself and in his case would he require Rs. 20 per aero ? — 
I think it will be necessary for other works such as for drivii\g the bullocks, etc. 

7858. But a good deal of the w^ork is done by him and his family ? — I have an 
expense of Rs. 30 per acre. So 1 have already deducted Rs, 10 as personal labour 
charges and have put Rs. 20 per acre. 

7850. Is the sum of Rs. 20 for all crops ?~~Ye8. 

7860. Which is the most expensive crop to grow ? — Cotton. 

7861. Does it require more cash to grow than other crops ? — Yes. 

7862. Why is this so ? — Bt'cause of its pickings. At that time the labour is very 
dear. 

7863. Is tliis the most expensive part of the operation ?— Yes. 

7864. Y"ou say that each farmer has on an average a debt of about Rs. Rooo. Is this 
based on any calculation or is it only an impression ? — It is only an impression. This 
is my own idea. 

7865. Is it based on any definite instances ? — Yea, because 1 am also coming into 
touch with so many villages. Therefore I have formed this couclusioii. 

78f)f>. About marketing, is there much competition amojigst buyers at Anlcleshwar ? — 
We have 7 or 8 ginning factories ; .3 are at Ankleshwar ; 1 is at Hansed Mahal ; 1 is at 
rilav ; 1 is at Kim and 2 are at Kosamba, for selling cotton. 

7867. Where do the peopb* of Hansot Mahal sell t heir cotton W hen the daUih <‘ome 
to the village they sell it to them. 

7868. Is there no central market here ? — No. 

7869. Are all the buyers gin-owmers ? — Most of them are gin-owners. 

787tl. Is there any competition amongst the gin-owners ? Yes, there is. 

7871. Is the price fixed by this competition ? — Sometimes it is fixed, it depends upon 
the time. 

7872. Do a majority of cultivators sell their cotton in the village <irflo tlicy take it tt) 
the gins ? -Cenerally they sell it at their own doors. They hcI f Ic t lie rate at tlie village 
and they have to cart it to ginning factories. 

7873. How do they know about the prices ?~- Frora the rumoiii- they can conjecture 

only because on the previous day othc^r might have come and gone. 1 presume 

that people go to the city and may bring some news from tlnire. 

7874. When actually settling the price is there competition ‘r - There is no com]>iqition. 
Sometimes when two or throe dalals of different factories come to a particular village 
there is competition otherwise there is not, and this happens generally at tbt^ well-to-do 
farmers’ houses because they wait for some time until the other j>eople cf)me^ oj- until 
they get some new's from other factories. 

7875. Y"ou said that aowcars use an influential farmer for recovery of their dues. 
Similarly do big merchants also use an influcmtial fann(*r for getting prod ucc for their 
gins ? — His interest is already there. 

7876. In other words, do the big merchants offer some advantage to the big farmers 
who are influential, in order that they might induce the small farmers to sell their 
produce ? — They might offer them some ad vantage for this purpose. 

7877. Do some farmers take their cotton direct to the gin-owners 1 — Very few do so. 



7878. You say you know the markets well. I)o the farmers get a fair price in their 
own village at least in the kabaXa ? — Yes. 

7871). You say that in the contract it is only the cotton producer who is bound and not 
the buyer Yes. The gin-owner can say that he, does not w'ant it. So many cases 
happen like this. He plays this mischief, when the rates are very low. Suppose the 
cultivator has sold his cotton at Rs. 220 and after two days when he takes his cotton 
there the rate might be very low. If he then goes to another gin w'ith it, he wdll be paid 
still less, and therefore, he prefers his owui first man. In my own ea.se for 1027 cotton 
out of 12 hhars, f realised Rs. 112 per bhar for U bkarf* in my own village and for the 
l emairimg 9 bharA I was offered only Rs. 84 per bhar w hen 1 took it t(j the gin. 

7880. Was it due to the falluig of the market ? — Yes. 

7881. On what ground did this gin-owner not pay you Rs. 112 'i — At that time there 
was Mr. Roniausbaw and he said that my eotton w'as not 1027. 

7882. Was it 1027 ? — 1 took the seed from the Cotton Superintendent and it was 
I w'lio in trod IK ed it in the whole tahika, 

•7881k Did you take all the 12 bhar 6 at the. .same time ? — Yes 

7884. Is weighment of cotton made at the gin or in the village ? — It is mewl e at the 
gin. 

7885. You say that sometimes mischief is played there also ? — Yes. In this year 
especially, it is the greatest. 

7886. Would it be possible specially in bigger markets to have .standard weiglnng 
machines ? — Yes. 

7887. Who pays for the weighment ? — The gin-owner pays for it. 

7888. If it is weighed in the village even then does the gin-owTier weigh, is it so ? — It 
is always weighed finally for the second time for the eonvit tion of the gin-owmer in the 
gins in our iaiuka, 

7889. Is it never w^eighed in the village? — We always weigh it i>rivately and in the 
gin it is reweighed. 

7890. What is the system of payment of the price of cotton ? When you hand over 
the cotton to the gin-owner after its w'eighment in the gin, do you get the money at 
once ? — It depends upon the condition of the gin-owmer. Many a time we do not get 
money at the very moment. The gin-owners ask us to eomo after 8 days and twice 
or thrice again we have to go. 

7891 . But there are some good gin-owners who make cash payments, are there not ? — 
Yes. 

7892. And somotimos you say that there is a loss ? — In my neighbou '"'^ginning 
factory the people lost money, 

7893. Bid the gin-owmer become insolvent ? — No. The people have not yet realised 
their money. 

7894. Have they taken no action against the gin-owmer ?— I do not know why they 
have not realised their money. 

7895. Have they not received anything at all ?- — They might have received money 
partly. They w'ere obliged to go to Ahmedabad and from there they received half of 
the money because the gin-owner lived in Ahmedabad. 

Mr- Y, R. Joshi. 
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7896. You have a co-operative sale and seed society 1 — Yes. 

7897. Does this society distribute its own seed ? — For the lost four years we are 
buyuig from the Cotton Superintendent 1027 and we an' distributing it both to 
members and non-members, 

7898. Do your members also use the same seed ? — Yes. 

7899. Where do they get finance for cultivation purposes ? — They it fnnu 
eo-operative societies. If there are no societies they get finant!e from .'^onrars. 

79( 0- Wlien the crop is ready, are memlH'rs expected to bring tlu'ir prcKhn c to the 
.sale society even if the}' had taken an ad van< (‘ from -voi/rnrs ? - Yes. 

7901. After the crop is brought to the society does it sell it to a giu-owjun- ?— The 
society gets it ginned. 

7y( 2. Do you have any ditiiculty in getting your <‘otton ginned ?- As lung as we ha\e 
not our own gins, we shall have trouble. 

79(J.‘k In what way 'i — In having to pay a higher rate- For instain c in Surat lor 
pressing one bale they charge Ks. whik^ between Sayan and Kosainl»a we ar*' 

obliged to pay Ds. 7-4-0. Due to this Transport Act we cannot take (»nr cotton to 
Surat and so these people take it to gins in Kosamba, wbor«* the gin-owners have fonmsl 
an association. 

7904. Is there only one press V- There are tour presses and they have formed an 
association. 

7905. What was the rate before ? -It was Hs. 3 to Ks. 4. 

790G. Is there an association of gin-owncis in Ankle.sbwar ? — Yes. 

7907. What is it- for ? — It is for fixing the rate for ginning. 

790h. Is it not an association for buying V — No. 

7909. Formerly you sent your cotton for sale to Surat We sell lint in the Surat 
market. 

791 0. Are you allowed to transport the <'ottoji to Surat 'i — No. We do not take oni 
cotton there but see that we perform onr contract there and it is taken dtdivery ai 
Kosamba or at Sayan. 

791 1. Do you not get the Sural ]n‘icc ? No. 

7912. Are there no other men hant.s t(» l)\iy your cotton in your traid besides tlie gin- 
owners ? -No. 

7913. And for lint ? — For lint also there are no other buyers unless we go to the Sural 
market. 

7914. What advantage do you get from these <*otton sale societies ? Do you realise 
better prices V — We do not realise better prices, but we have better eonvenience. 

7916. In what w'ay ? — W^e are lOJt tyrannised. 

7916. You say jieople are not tyrannised, but do you not gain anything now ? -^-We 
hope to gain in future and the gin -owners wanted to do away with the societies also. 
There was a letter written by Mr. Bomanshaw' to the Cotton Sujx*rintendent that he 
should not give a license for these people for 1027. The Cotton Superintendent answ'erd 
that Government intended to encourage societies and he w'as therefore unable to do 
anything in that matter. So due to this competition the actual condition is that 
when the season begin.s they give high rates to farmers and in the middle of the season 
they begin karda, and whatever they might have lost in the beginning of the season they 
make up. They also spread the news “ we are giving better prices 
MO y 83—38 
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791 7» But are all your members loyal I — Every year we lost 10 or 15 membcrn, but 
due to our propaganda we are gaining now 25 to 30 new memberw, 

7918. How many members have you 1 — 143. 

7919. From how many villages ? — From nearly 27 villages. 

7920. Too BUggeBt that there should be a central market place for a Uiluka. Suppose 
a market is Btarted, do you thmk there will be any ddliculty about finding purchasers r 
if all your buyer« are ghinerH and there are no outsitlerH, would you find any difficulty 
to find purchasers to come to the regulated market and buy cotton ‘r— There vvill lx? 
difficulties to find out purchaHcrB. 

7921. You say; ' Jn the sale societicB great laciliticH are lUMesBary when the societies 
are to wait for some time to sell their goods. These societies also are not getting sutficienl 
facilities for their current needs and hence many a time they are bafiled, and in spite of 
getting profit they lose In the initial stages if they want to wait and are not pro|)erly 
financed in time they are;* likely to lose. 

7922. Do you say that they should be financed to enable them to finance against tin* 
.security of cotton ? — Yes, 

71t23. 1 h this not done at pre.sent ? — I'his is done, but thcA are not getting a largi^ 
proportion. 

7924. How much do they want ? They want about fio or 75 per cent. cash. 

7tt25. How much do you give ? — We get (K) per <‘ent. from the bank ; but t‘vcu for fiu 
per cent, cash if a society is very small the rate of interest for it very high, mz., Ks. 7. 
We are charged this rate Irecauso we arc obliged to keep one man from the bank. It is 
Jiecessary for the safety of the bank, but the result is that the farmers get money at 
a very high rate. 

7926, At what rate tioes a sale society advajice to farmtu’s V — It advances to farmers 
at 9-6-0 per cent. 

7927. Do you think it is very high -But the society has to pay to the bank 7 pcT' 
cent, interest. 

7t>28. And is the society in a position to advance at t> per cent, after taking this fact 
into conshh^ratiou ? — CJencrally w'o sell some of the < otton and the money we rcaliiie is 
given to the farmers, and therefore, we have not up to now fedt that the rate is so high : 
f)Ut if we are obliged in time of need to take money from tin* bank at this rale and also 
we arc obliged to keep a man, 1 think it will go to 12 per cent. 

7929. Does each society keep a man ? — If they ait' in diffen nt localities it has to do so. 

7930. You say that dal ah work entirely in the interest of buyers and not in the interest 
of sellers ? — Yes. In the Surat market where we sell our lint, this is the case. 

7931. What facilities do you think are wanterl by .sale societies excepting finance from 
the central bank at a reasonable rate of interest ? One facility you want is finance on 
the security of goods at a reasonable rate of interest. Do you want any other facility ?- 
There should be facility for selling cotton. At present there are small societies and if 
they are to dispose of their, small amount of gomls, they find it verv" ineonvenient 
to do BO. 

7932. Do you mix the cotton of all the members and sell it or do you sell each man's 
< otton separately ? — Because the society is confined only to one tract and l>ecau8e wc 
sow one kind of seed, the cotton of all the members is always kept in one heap. 

Mr. r. JonhL 



793»J. 8ome member» might l>e pi<*ki«g more leaves ? — No ; they do not do bo. \\'e 
generally give instructions that they should take care not to bring these leaves. 

79 .M. Do they follow your inetruetions ? — Yes. 

7935 . And as regards prires. do you pay a< c*ordmg to average prices at the end of tht' 
season Y — Yea. 

7930. Do you want any (»ther facilities for sale societies ? — If some eortiOed brokers 
are kept it will be better. 

7937 . Is it yonr suggestion that ( otton should l>e sold only through some certified 
dalals ? — Yes. 

7938. If in a good year a cultivator realise.^^ a good profit, where does he usually kep]» 
it ? — I do not think that within the last several years the cultivators have bad a surplus. 

7939 . There may not he many ? Tluue might Im' a very few people who might have 
surphis. There might be 30 or 15 people. 

7940. But even as regards these 10 or 15 people, where do they keep their surplus V - 
They put it in the co-operative hank. 

7941. Do they invest it in cash eertifi<‘atps ? — No. 

7942. Do they invest it in postal savings hanks - They do not go to postal savings 
hanks. (Generally they e<mie to thc^ co-operative bank. 

7tl43. Ls there a tendency in your iahiln to buy ami hoard gold '! — It lias disappear'd 
now because there is no money. 

7944- But did it exist Ixdorc ? — \ es. 'blu’ Ia.st four years have been very bml. 
Before these four years they might have been hoarding. 

7045. Are co-operative societies doing anything to attract their mouthy uh deposits V — 
rhere is propaganda. In our t>vii < a.se wc are not taking mornyy from the hank but all 
the money we have is from mir own village. 

7946. What is your capital V — It is nearly lO.tKUt out of which members iiave deposited 
nearly Hs. 4,000 and (he rest belongs to non-members and reserve fund. 

7947. Profesanr Kah : You said you fiavc ten year.s figures for the costs of pnaluee. 
tion V — Yes. 

7948. Will you have any ohjection (<» give them to the (Vmmittee ? -I have no 

objection to do so. I shall send you the figures. 

7949. Are the gin-owners who biiv through thf'ir dalais under a contract to .sell it t:) 
millowners ? — This depends upon their own ehoicc. 

79.41. Are there' any previous coiilraets Y- 1’his i.s not the case always, if they think 
that their bu8ines,s will fs' profital)le tlu'y sell oil the whole eottoii previously, otherwh><' 
they keep it in stock and sell afterwards. 

7951. There is no regular system Y — No, 

7952. In the cast* of a primary' co-c 4 K*rative society members want finance for two 
purposes : for their agri< ultur}d current needs and for their household exptmw^s. Do yau 
think that the society should give loans for both purposes ? — The society' should give 
finance for their at^rieultural current needs and in the case of domestic purposes that 
which ia reasonable must be given to them. 

7953 . It was proposed by' some witnesses to us that a law might be pa.sstjd prohibiting 
the members of co-operative societies from going to sowrars. Do you think that bucIi 
a law will be feasible ? — 1 do not think that it is necjossary. 



‘7f»54. WiJl not people like it 1- — No. People will think that their liberty is ♦•urtailed. 

7955. 1 think we Bhould create such an atmosphere that they should not go of theii' 
own Acoonl tf > mwcnrs, ami the best method of doing it is that the society should itself 
make advances for the two purposes so that they may not have the temptation of going 
to a so wear ? — Yes. 

-7976. Mr, V. L, Mehta : You suggest that in the B(?ason farmers are <duii ged at least 
12 per cent, for four months. Do you mean 12 per cent, per annum or does it mean 
dd per eent. per annum ? — Hometimes it is even more than that . VA^hen they require 
to piek their < ()tton this is the rate eharged for poor farmers in our fnlvlea. 

7957, What would fa* the corresponding rate for an average farmer 7 — It varies from 
9 tr» 12 per cent. 

7958. You also said in reply to the (Chairman that tUcre were considerable delays in 

getting money from societies and their members used to get from the ' crdral Inink. You 
also naifl you were reducing those? delays as far as possible. Does tiu' ion of 

nortual cn^dit statementH involve any tronhle or any <lelay 7 — These committee m< mhers 
of village s()(dctieN are not accustomed to it and they do not know tlie rules and 
regulations. So it lakes time to prepare credit statements, d’his is om* reason for the 
delay in getting money. 

79,59. You say that there is some difticidty with regard to the limits btong raised for 
HOcietie*s an a whole and for getting special limits for members. Have you ar»y suggest ions 
to make ? Do you not get sanction in time or do you occasionally not get sanction 
at all 7 — 1 do not get sanction in time. 

7969. You said Vou would like to have a federation of cotton sale so< ielics. Would 
you like to market your cotton through this federation ? — Yes. * 

7961. Have you a fairly large number of sale societies iii your two Ankloslnvar 

and ilansot Mahal 7 - -Our tract is d(»ing this busiu(‘ss with the Surat market because 
th(* tract is between d'apti and Narmada, and the Anklesbwar tahika of Broach district 
is on the other sidt? (»f Narmada and t herefore there are majiy good sfx ietics. Our society 
is included in the Surat district. 

7962. Bui you said you have some difficulties according to the (V)tton 95anspor1 
Act 7 - Ye8» because we cannot take our cotton. 

7965. If you have a federation in Sural, would it help you ? — Our oHi< e is thejx*. 

7964. But your cotton would be of a dill’ereiit (piality 7 -AYo are stdling our cotton in 
our own name. 

7965. Is it permissible under the Act ? — Yes. 

7966. There will not be* any difficulty on tlic P«*ore of the Cotton d’ransport Act for sale 
through a federation 7— No. 

7967. Have you ever tried to get into touch with the Bombay market 7 — No. 

7968. To your knowledge have ordinary members of societies direct knowledge 
with the Bombay market 7 — 1 do not know. 

7969. With regard to the question of charges of a loan clerk, will it not depend to 
a certain extent on the volume of busines.s which a bank transacts 7 — Yes, but 
at present we have not taken to buying. 

7970. What is the approximate sum yon would require ? — Nearly one lakh. 

Mr. Y. R. Jmhi. 
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7971. But you would not require at a time mort^ than 10 or 12 thouBanti rnpM's ? — At 
a time I would require 2o thousaiid rupees. 

7972. la all cotton stored at Hansot Mahal or is it stored in auother centre also 7 — 9’he 
bulk of the cotton is lying at Kosamba. 

797?.. The loan cderk will then have to Ije kept at Kusamba Ves. 

7974. 3fr. Karnai : As an agricultural graduai>e, are you using improvetl inctluKls of 
agriculture, say, l>etter seed, better manure, inter-culture, better weeding and all that 
yon have learnt in the college, in your farm except the tractors ? ~ Yes. 

7975. Could you tcU us what is the extra letiirn whioli probably you may Ik* gettnig 
from these improved metlnxls over and above w*bat an ordinary farmer gets, say, in 
cotton 1 have not realised anything more than these farmers. 

797(>. I am asking you this qnesticm iMn auso we have l)een told that if irnpro\cmcjits 
are carried under new scientilic mHiluHls the gain would be 10 or 15 per j cut more. 
I wuint to verify this fact from your ex perience ? - I have not met with j^ny ^ ial 
ad v antage . 

7977. Do yrni ineaji to tell nu; that in spite of your education in agriculture \jiu arc 
m>t even making five per cent, more in the production ? — Yes. 

7978. About marketing probably you are aavare that in many pla<'es at any rate it is. 
as if it were in the ]7th century, primitive in its methods 7 — Yes. 

7979. If there are better marketing eonditions, how rnuelido you tliiiik would a fainnu’ 
get I'cr maund in cotton 7 I wall just descrihc ahontr wdiat I hava* in my mind so that 
you (Mil gi\<' me a clear answer. Von have ilescribed all the d ifTicnltles of farmejs. 
Suppose providt* some machinery, some organization for standard rates, vo., a Tuan 
with a w^eighhig maeldrie w ill give the correct weight and then tin* grading r^theer will 
I'crtify the grade of the* cotton and so on. If sm h facilities were givtm for better 
marketing, how much do ycni think that a farmer u ill he able to get per hhar moK^ than 
ordinarily 7- -This eannot be said just novw 

7980. Do you mean to say that tlicn' uili he no advantage 7 — This depends iqxm the 
( ireumstances and itde|>ends upon the compel ilion. In our tah/ka there fire jiot a good 
many factories and there will not U' ontsitle buyers and so it may not he effective. 

7981. It comes to this from your answers that you derive no extra benefit from vour 
scientific marketing also ? — If there is eompetition, there will he some profit. 

7982. "Will you tell me why outside buyers besides gin-owners are not <'oming hf*rc 
to buy ? How do you account tor this 7 — I have not thought over this question. 

7983. Do you think that lieeneing of brokers w'oukl l»e a fuaetjcahle proposition 7 — 
This will be a practicable proposition for bigger places. If the cotton of the w hole istrict 
is sold, then it is a feasible proposition. 

7984. What do you think of the future of the sale soeieties which you just now 
described. Do you think that more co-operative sale societieH can be started in this 
district if tinan< e is available and if Iht? present ones are made eflicient A cs. 

7984 A. Are you hojieful about their future ?-—Yes. 

7985. You have spoken about propaganda being necessary in the interest of the 
borrowers in the villages. Have you tried something yourself as an educated man ? — 
1 have been doing this work for the last 12 years. 

7986. I want to know your experience. Has this sort of propaganda had appreciable 
results ill certain villages ? — Yes. 
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7U87. Your ex|)erienc« Ih that the villagers listen to you fully and form associations 
or follow approved methods and have eonfideiice, is this bo ? — Yes. 

7988. The Chairman : Are you in touch with the system of indigenous banking as 
caiTied on by fthroffs ? — No. 

7980. Do they finance agriculturists ? — Generally they do not. 

7990. Have you no experience about them ? — No. 

7991. Have you thought out as to hou a bank like the Imperial Hank or any State 
f>ank ran be nuwlc to help agriculture V - I have not thought of it. 

(The witness withdrew.) 


Mr. G. G. DESAI, M.A., District Deputy Collector, Broach. 
Replies to the Quetionnaire. 


SECTION 1. 

Question l.- ' (c) From agricultural rredit sotuetirs, the local land mortgage bank nr 
the village and the urban lenders. 

{h) From agricultural credit societies, tlie local land mortgage bank or the village and 
urban lendcjrs and from Goveniment as faccavi in some eases. 

(a) Same as (c) except the land mortgage bank. 

The rates of interest generally charged by co*oj)eraiive <'iedit societies, land mortgage 
bank, mweam and Government are resjMu tiwly 9, 7, 12 and 6'7o per cent. The 
period for which loans a?'e taken i.s indefinite varying from one to a number of years 
upto 20. The security given and junepted is the land, tlie iioiises, the live stoek and the 
<‘>rops. Sometimes loans for seed are taken by the villagers in kind and then the 
rate of interest (which is paid also in kind ) is not less than 25 per cent, and may go upto 
*13 per cent. The Imperial Bank of India plays a negligible part in agricultural finance 
and there are no branches of the joint stock hanks in the d istrict. The urban co-operative 
banks finance the agricultural credit societies which in their turn finance their membe^rs 
(the farmers and the cultivators). Gin and press owners and cotton brokers also lend 
money at times on the standing crop of kapas. Goverument grant tucenri only when the 
season is abnormal or in times of other ealamities sueJi as flood, frost or fire, but the chief 
financing agencies are now the eo-o]X'rative banks and the eo-ojH‘rative credit societies. 
There is not proper co-ordination among all these various credit agencies though Govern- 
ment never comes in the way of ihit co-operative credit banks and the societies. If cheap 
and easy ojredit, which in my opinion is at present more or less the bane of the country 
side, is not encouraged by the latter, it is advisable to leave the question of agriciiltiual 
finance solely to that agency. It should encourage thrift and self-reliance and not 
useless or w'asteful squandering ami ingrain the habit of keeping accounts in its clients. 
Rather than provide unnecessarily easy credit on a large scale, it should rigidly cultivate 
the qualities of honesty and economy and fair dealing among the rural classes and 
orgemise a few exemplary societies in typical villages which may be free of faction 
and not heavily indebted. 

Mr. G, G. Desai. 
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Question 2* — <;!otton, wheat, juar, rabi and lang are the principal crops of my cliarge. 
They are sold in Broaeh and Surat and at Ankleshwar and Palej. Cotton has to be taken 
to the gin-owners and the price offered by them has to bo accepted in most cases. A 
cotton market for Broach and Ankleshw’ar each m desirable and co-operative sales would 
he both profitable and useful. A cotton sale society established since four years in 
Ankleshwar and Hansot is doing good work, but many more of such sale societies are 
needed for the t ultivators to obtain the proper value for their produce. At present the 
latter are at the mercy of the brokers and the gin-<Jvv'iH*rs of the places where they take 
their produce for sale. Practically no credit facilities for marketing exist at present. The 
gin-owners of the district have not formed a pool, but an association of these peoj)le exists 
at Ankleshwar, though it is a question as to whether it w orks for the real good of the class 
for furthering the interests of which it is meant and formed. The fanners ought to get, 
say. 76 per cent, of the value of their produce on the spot at the time of the sale, and if the 
purchasers get the requisite aecomraodatiori from some sound hanking ugencies they 
would be able to pay cash to their customers at once to that extent . Indigenous bankers 
used to afford some such accommodation in the past but the credit of their clients, the 
purchasing merchants, having deteriorated, the business of the indigenous bankers has 
practically disappeared. The local branch of the Imperial Bank affords cash credit in 
some cases to substantial money-lenders, but this business should be cautiously but 
steiidily extended. The system of licensed warehouses may be trieii and Government 
help, for example, may take the form of allowing rent free sites for the same where 
available .subject to their right to make some periodical inspection of and to keep general 
sujiervision over tlieir operations in order to watch and see that no abuBCs entei* 
therein. 

Question ,‘1. — The <*lii.sseN and value of land for this sub-division are as under - 
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Qukbtion 3 — (a) About lU to ir>per»’ent. less than tliat inent iouedabove. 

(6) No appreciable differeiu e. 

(c) No appreciable difference. 

The factors w'hich affect the value of lands are situation, (pmliiy and demand. 

Question 4.— -There is practically no im|jediment to mortgage of land except in the 
carse of New- Tenure lands which cannot be alienated, /.c., leased, mortgaged , sold or 
given away w ithout the Collector's permission. 

There is a land mortgage hank established in this district since a few months and 
Government have given the requisite assistance to it by purchasing the debentures for 
Ra. 5 lakhs raised for it by the Central Co-operative Bank. In my opinion the 
working capital of such banks should be derived largely, if not solely, from funds from 
central institutions which may lend money to such banks at, say, 4 or 4*6 per cent., the 
banks in their turn lending to their clients at not more than fi j per cent. 
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Question 5, j*a.ba. 1. — Yes, so that an undue increase in such facilities may not be 
afforded . 

Para. 2. — No. Not for any village in my charge. 

F^ara. — By the economic house to house survey in the village or villages in question 
and with the assistance of the village land and registration records. 

Paha. H. — A large number of people who are efficient farmers are not being turned 
into tenajits in my sub-division which is not a tract generally liable to famine. 

Question (1, taka. L — No subsidiary industries wortii the name in my charge. 

Pa HAH. 2 AND 3. — Yes, hand -spinning and hand -ginning could ciK'ouraged l)y 
educating pubU< - opinion and by suilalile propaganda. 

Pakas. 4 AND 5. By the formation of suitable co-operative luanufactnre and sal(‘ 
Hoi’ieties ui typical villages. 

Question 6A, — No. None. 

Question 7, uaha. 7. — The Co -opera tiv^e Movement meet s the tinaucial neetls of only 
the agrieulturists in my charge and that also to a very limited extent. It has not yet 
tuiiclied the small traders or the iudnstnali.sts at all and it is also not capabltr of doing 
so at present. 

Quehtiok H.— -The working of the Dekkliau Agriculturists' Relief Act ha.s tended to 
restrict the credit of the class for whose l>enefit it has been enacted. It has increased the 
numla'r of the conditional sales of lands ami made the cultivators less ready even to 
repay thoir just debts and dues regularly and ])uiu*tually to their .s vi/rars. Jt has 
increased litigation and on the whole not benefited the ]jeo])ie for the amelioration of 
whose lot it was meant. 

SECTION 11. 

Question a, para. 5.— I thbik any such measures would not be popular in the 
beginning but would be eventually appreciated, 

QuKjjTlON 9. — Yes. They are obliged to refuse several demands on account of both 
the causes referred to in the question. 

(^UE.STION 10, PAKAH, 2 TO 4. — 1 would suggest the establishment of a local bank w ith 
local directorate, on whicli the indigenous bankers should be represented in a majority, 
'riien it would inspire their eonfidenta?, be able to utilise their local knowledge ami 
irxperimue and avoid competition with them. It .should in fact liuance and assist them 
when necessary as far as possible, 

Qt EHTJON 11, PABA. 1. No ; I do not think so. 

SECTION ill, 

QuE.STION 1, PAHA. 5 — No. 

Paha. (>.> — Yes by the establishment of new jiostal savings banks and tlie branches of 
indigenous l>ankB. 

Question 2. paras. 1> 4 and 5. — Postal cash lertiiicates are popular with the 
educated classes ouljr at present. They can l)e made popular among the rural classes 
also by suitable propaganda. 

Para. 3. — The members of tbo savings banka establishments could be more courteous 
and helplul and sympathetic especially towards the illiterate rural classes treating 
them rather as thei’^ business clients than mere applicants or petitioners, 

<?. G, De^u 
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Para. 6. — -Some professional money-lenders and indigenous bankers consider that 
the postal cash certificates do come appreciably in the way of their business, but I do 
not think this complaint is based on good grounds. 

Question 3, para.s, 3 and 4. — The farmers and agriculturiM.s are mostly indebted and 
so utilise the monies which they get by the gale of their produt‘e in repaying their debtfl 
and the remainder in drink, marriage arid funeral expenses and the purchase of ornaments 
and lands in some cases. Very few of them know what it is to invest. Some of them 
lend their spare money to their brother farmers in a few suitablo cases, but much of this 
spare money goes away also in useless and Avastefui litigation both civil and criminal. 

Question 4, taius. 1 and 3. — The che^que-habit is gradually Init steadily growing 
especially anKnig tlm tvhicaled lower and upper middle classe-s in .almost all the towns, 
•amall as well as large. 

P^RA. 2, Nenligible. 

Para. 4.— Thc^ iuciigenous bankers may be encouraged to ir troduec the use of cheques 
with vernaeular seript.s among their clients. 

Qukstton 5, CARA, {'/). — Yos, so far as the agriculturists and tht- rural claH.^M:‘S arc 
‘Concerned . 

(6) Poverty and watit of education or illiteracy. 

{c) Yes. Pio[Niganda by (a) Government in regard to tiovemment loans for <*apital 
expenditure, {/>) (^viiuinc sympalby in regard to linanee re-pured for nntiou building 
indu.^tries and if ) ProHjjerous iocal bodies as regards th<5 loans to raised by them 
for i)cai needs and jiurposes. 

Oral Evidence . 

7il92. The i'haiTimin . Mr. Ik^sait, you are a District Deputy Colleetor ht'n* ?- — Yea. 

7{)93. VVhicli iahtkafi are in your ehargo V Ankl(’sliwar, Hansot abiliai anti llroaeh 

'4(Llukas. 

7094. How long have you been in this district ?- - For about three j^^ears. 

799o. With refereuco to your rej)Iy to question 1, (;an you please te;ll us as to Ivow' inucli 
taccaci has IxH n advanced either under the Agritojlturists’ Lo.uns Act or untler the Lnnd 
Improvemeut l.oans Act in your tahshaH ‘i — Not to any appreciable extent. 

7990. In tijnes of flood and frost, has not faccavi been given ? It has teen given on 

such t)cca8ion9. 

7997. Is there no demand for lend improvement ? — There is ; but wdierevcr thf ro are 
oo-operative societies, generally tacceivi is given through these .‘iocioties. 

7998. Do you think there is a possibility of taking up land improvement schemes ? - 
Yes, in this district there is a possibility for drainage. 

7999. Is there a demand at present ? — Yce. 

8900. Does financial difficulty come in the way of these w'orks ? — Y'es. 

8001. In i)lacos where there are no co-operative societies, from what souroe can 
agriculturists get such loans ?— At present under the I^nd Improvement Loans Act, 
*io iaccavi can be given for drainage puriwiaes, 

8002. Is it not considered a w ork of land improvement ? It is not <uie of the pur|.K>Hes 
for which taemvi is meant to be given under the Act, 

MU y 8il — .>9 
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8003. Taccavi can be given for land improvement such as wells and bunds and fof 
levelling. Ib drainage Bpecially excluded ? — It is not actually excluded ; generally the 
drainage question does not relate to one particular landholder, but it relates to the village 
as a whole. 

8004. Taccavi can bo given jointly ? — It can be given on joint bond system. It is 
a question for the whole village, and people are not willing to take the joint responbibility. 

8005. You say in reply to (picstion 1 ; If cheap and easy credit, which in my opinion 
is at present more or less the bane of the countiy side, is not encouraged by the latter, 
it is advisable to leave the question of agricultural thrift.” Po you think that 
co operative societies here give out more money than what is actually necessary ? — Thai 
is my imprcHsion. 

8006. And indiscriminately ?— Not as diacrimiiiately an I should wish. 

8007. Would you like them to advance money at a higher rate of interest, because you 
speak of cheap and easy ” credit ?-®-In Guj<;rat I cannot say that the rate is cheap, 
but I am speaking of the whole province. 

8008. Is the money given more easily than it ought to l>e ? — I think so. 

8000, Wc have been told by other witnoBscs that the societies are not giving enough 
money V -It ia true, but to those to whom they give, they give indiscriminately. 

8010. Tb it not a fact that several of the members are driven to borrow ah o from Howcars 
because they cannot g(‘t enough from societies True, many who do not get ciiough from 
the BocieticB have to borrow froni sowcars, because there is a limit prescribed in the 
ROcietieE, and when the limit is reached, tlie}^ cannot advance more. 

8011. As rc'gards marketing, you nay that the prceeut system of markcjting is nf)t 
satisfactory - No ; it is not at all satisfactory. 

Bi)12. You say that cotton has to bo taken to ginowmrs. Are they the onlj- 
purchasers ? -They are praciiealjy the r)nly purchaserH. 

8013. Do any reprcHc ntativeH of Bi.mbav' firms riot come here for buying cotton ? — If 
they eorae, they l^uy from the ginowm^rs. 

8014. Do you think the Cotton Markets Act would sohe the present dilFiculties ? — 

I think, it would. 

8015. Is there much competition between the ginownirs ‘/—There is competition, 
but they geaeraily combine. 

8016. You say that the ginowners have formed themselves into an a^i.'^ocialion. I# 
this association formed to fix the rates of ginning ? — Yes. 

8017. Are the rates of ginning uniform ? — Generally they are uniform, but sometimes 
there is dispute and there is competition. 

8lU8. If there is competition, would it not be in the interest of the agriculturists ? — 
Yes. 

8019. Do you know anything about the working of tlie branch of the Imperial Bank 
hero ? You say that it has not directly financed agriculture ; has it indirectly benefited 
agriculture ?— I cannot say. There are some people, w'ho would like to be accommodated 
by the Bank. 

8020. Why are they not accommodated ? — I think, Weause of the system. I think 
the rules should be amended. 

Mr. a, 0. Ihmi. 
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la tnucK of the land ii^^yoiir division bhagdari V -Not very much ; in Broach 
taluka there is some such land, but not in the other two talukaa. 

8022. In reply to question 7 you say : ** The Co-operative Movement meets the financial 
needs of only the agriculturists in my charge.” D<^ the urban banks not finaiU'e 
Bmall tradcrB V Only to a small extent, 1 think. 

8023, Do you know if cultivators go in for postal wiah certificates or invest in 
savings banks ? — They do not, 

8024, Who puts money in these ?— It is only pcH)ple from th© urban areits. The 
agriculturists generally do not save anything. 

8025. In a good year, if the prices are high, they must be saving something ? — They 
have to pay their old debts, 

8t2(K Even the big agriculturists ? — Yes. 

8027. You say; “The mem hers of the savings banks establishments (ould be more 
eourt(s)ns and hel]>ful aiul sympathetic.” Davt^ you heard any compiaintB about their 
being distiourteous ? — Yes. 

8(»28. What d<' you think is the best way of indin'ing the bcttt‘:r class of cultivator to 
deposit his money in some institution where it would be useful for the general trade or 
industry of the country 7 At iircscnt in some cascH it is locked up in gold, or is hoar<icd, 
and it is of no iis(' to the (‘onntr>-, ami the man hinnadf li>Hcs interest V-- 1 think, it is not 
hoarded as there is very little *o hoard, 

8021). Do they not invt^Rl in ornaments -Very few people do that, Tlierc is very 
jittie surjdus c‘vcn in a good year, be<-ause they are heavily indebted. 

8030, Are you fu mi liar with the working of the indigenous banking system 
here Y — No. 

80M. J\Ir. Katnat ; \o\i saki that p(M*pIe have very little surplus. From yuur 
expe ri(MV<‘e gcMierally would \o\i i-ay that people become more aiul mure imb bted, or 
has their position beam better Y- it is mO getting better. 

8032. Do the}" spend too much on drinks and other vieos ?— Yes, tht‘y spenck 

•und 1 think, it is very ditlicult to cure it. 

8033. Supposing these extravagant customs were enrUided i)y propaicarida or an} - 
thing, would that improve their standard of life and reduces their dc*blB Y— It would 
reduce their debts at least, and it might improve tlii ir condition. 

8034. You suggest that the systcuu of licens^'d warehouses may he tricid. Wumld tliat 
o^ttract private enterprise to build warehouses ?- — 1 think so. 

8036. And mere godowns without regulated markets would Ix' of no u,se ?— 'Ihcy 
would not be of much use ; but they w ould be of some use at least. 

8036. That is to say, if people who go to ginowners and find that there is a dispute, 
if they can go to the warehouses, it would bo better ? — Yes. 

8037. lia.R the Bevenue Jfepartment trieti to attract private enterprise! in this 
direction ?— It has not been tried. 

8038. FroJe<s8or Kale : You have said that the credit aliow'ed by the eo. operative 
societies to the members is cheap and facile. Do you suggest tliat the rate of intcreat- 
should be raised Y — In some places it would be bettt^^ to raise it .a iittio- 

8030. So as t<> restrict their borrowings ?— Yes. 
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8040. WiJi you BOt drive (he membcris into the arin«* o| (he ffOW<^arfi ? — The}* Are goiog 
to them. 

8041. They iirill have to pay higher ralch of mtcretit Not so much higher than now- 

8042. What is the rate of interest eharge<i by mvrars In this part of the country 
it is 9 to 12 per cent, on an average. 

8043. Do you mean that there is not inuch difference between the rate of interest 
charged by co-operative soc ieties amJ murars ? — Not inucb here. 

8044. 3Ir, V. L, Mehta : About your viev.'s about the rate of interest for agrk nUurists. 
some witnesseH have said that the rate should be sliii further reduced, because it is a 
very important facitor in the cost of production- 1>*> you agree with that opinion ? — I do- 
no t. 

8045. About the drainage seliemes you sjudo of, are they not wo-rks of public \3tility 
— They are. 

8040. Would it not be the duty (d (loverument to take up this work They are taking 
it up. 

8047. Have you ari}^ exju^rience of treasury wtrrk Yes. 

8048. Have you lieard of a suggestion tlint tlu; inauageinent of a siib-trc'asury should 
l>c handed over to the district eo-ojK^rative bank or its brain h ? How would you like 
the proposal ?— 1 do not favour it. 

8049. What are the difficulties V Are there a<ci)iintB difficulties or administrative 
difficulties ? — Administrative difficulties chiefl}^ and accounte difficulties also. 

80r>(J. While you wore in chorgo of treasuries either here or in any o1her (dHtrii t, dki 
you have very much to do with th<' issue of supply bills or the jiaynient of supply bills* 
issued from Bombay -Yes, in Kaira. 

8051. Are the terms fairly well-known V- — Y'es, they are fairly well-knoun. 

8052. Have the arrangemenlB for supply bills to be msde with the Deputy Controller 
of Currency in Boml>ay ? — Yes. 

8053. So local banker.s will bavt? to approach the Deputy Controller of Currency in 
Bombay Y — Yes. 

8054. What exactly is the reastm why the local tTOiisurv officers are not empowered 
to enter into arrangements Y— BecauB€> he is the central authority to arrange aV>out the 
finance. 

8055. The Omirman : Are supply bills issued from all the sub- treasuries ? — Not from, 
all, but from .some. The power is given by the De^puty Controller of Currency. 

805(5. Would there be any difficulty for all sub-irensuries to issue supply bills ? — They 
do not do it as there is no necessity. 

8057. If it is necessary, would there be any difficulty Y — There would not be any 
difficulty. The limit is prt>8cribe'd . 

8058. Do some of the foreign mercantile firins such as Messrs. Kalli Brothers make 
special arrangements for cashing their drafts at sub- treasuries ? — 1 am not aware of that- 

8059. Do you thfnk arrangements could be made at sub- treasuries both to issue supply 
bills and to cash them up U) a limited extent ?— Y'es. 

(The witness withdrew.) 

Mr* G. G. Jjimf, 
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Mr. NAGJI DABHAI of Jambusar, 

{Summary of Replies to the Questionnaire: in Gujarati.) 

There are three classes of soils — goraiy ckapda and kali, Oorat land is utilised for two 
varieties of crops, viz,, (1) cotton and (2) codra and paddy. 

Cost of cultivation of cotton per aero is Rs. 28-14-0. Value of crop is Hs. 76. Cost 
of cultivation of eodra and peuidy per acre is RvS, 28 and 4 ne. Value of crop Ks. 36, 

Cost of cultivation r\{ chajnln soil per acre is Rs. 28, Value of (uop is Kb. TT.. 

Cost of cultivation of Vdaek fuul for cotton Hs. 14.144> per acT'o value of 
crop Us. ; ft'T yuar cost R.s. ll -S P. vahie of <‘rf'p Ks. Hi ; I(»r wheat cost Ra. 12, 
value of crop Rs. i8. 

If the cuh ivatc'is till the laiid th( iiu^clves , rikI if tiie uunikcr of the fstuily is iarg(>, 
agriculture \\a)uM pay. 

Since last year a land mortgage hnnU has heen c.stahlihhcd in our district Ru' giving 
Icuig'tcnn credit to cgricultuTists. 

The .scc'cro'-' charge interest at tlu' rate of 12 to 26 per cent, and deduct 1 anna to 
1 jt anna per ( cnt, at th(' iiiiu of adivanee. The horrovver has, further, to buy articles f<^r 
household reijain'raentB from the rouears, who mnkcB a profit in all directions. 

The rate of interest in respect of inraai is low, l)ut the cultivator has to propitiate 
lalai’iM ainl karkunf^ and he gets only R^., \)\) out of a loan <d Hm. 100. 

The co-operative aoiictics do not advance at the right time and tin* cultiMitor haw to 
hori'ow from the snircar at lu.avy rates of interest. 

{Sininnary of (hal KrUlcnce rc (i ajuraii.) 

i am from .\nk!n. t(iluh<( .lambnsar. 1 have 06 acren of land, i pay an assesstuent 
of Rs. 300. 

Tiicre arc .al.-out <,nchundn‘d agriculturists in my village. I am the ('hairmaii of the 
< ’o-o])crativc S'Kicty. Our w orking < apital is Rs, 8,000. Agricult uri.sts gel mnjiey 
from Covernment as taceavi during bad years only, and from coa'pcraliN e societ ies at 
all times. MernherB of ta*cietie9 have to go to scnecar^ alsc. Tor currt nt jice<iH they 
get loans from societies, and they have not to go (o sowcarn. They clo imt reephro any 
money' for land improvtunent. 

The cost of eultivation of <‘otton per acre in chapda soil is Rw. 28 and the value of crop 
in Rts. 76. The cost of cultivation of cotton j)er at:re in blai'k soil is Kb. 16, and the value 
of crop iB Rb, 30. 

Agrieulturi»tH who are not members of Boeieties find <iiflicuities of linance, and they 
go to soivcars. The sowcars charge them 12 to 25 per cent, interest. P<:c>r agricnilturiBis 
have to sell their cotton to sou-cars at much lower prices. 

Most agriculturists sell their cotton in villages to the dalals of gin-owners, and thesi: 
dulaU take the colHm in their carts to Jambusar. There is no ditTerence in prices in the, 
village an<i in Jambusar. 

There are no purchase and sale unions iii my village. It would be harmful If such a 
society it- started, in one, place the purelnue and sale society did n<it work well. 

In a good year tfie people would have some savings. Tfu^y first repay the <lebtH and 
then only Imy some land. Agriculturists dt>posit in post office savingn hanks ; they 
do not invest in postal cash certificates. They have no difficulty in wntlidrowing their 
deposits. 


(The w itness withdrew. ; 
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Mr. C. A. PANdVa, B.A., LL.B., District Honorary 
Organiser^ Co-operative Credit Societies^ Borsad* 

Replies to the Questionnaire* 

SECTION 1. 

Question 1.^- («) A rare pt'rcentage of agriculturiste can managt; for thcmselvos 
lor thi« expenditure of cuirent iiet-dB of euitivatioii, but they are intelligent and self* 
sufficient. 

The next grade of agriculturists, who raise money crop, such as tobacco, etc., to an 
«ipprecial)le extent, has to resort to taluka or Icx^al money -IcndcTB who appurenth- charge 
» less raU» of interest than what co-operative credit societies do, and recover the amount 
after the sale of the produce. 

The third class of agriculturiste w'ho are generally the needy, haa to resort, generally, 
to potty local mouey-lcnderB of the villages who give them sometliing in cash and the 
rest in kind, hut these agio ulturists being usually ignorant and wantiiig in credit as w'ell 
ft,re fleeced, and a good deal of produce in kind has to be parted with in return. 

The last class of agriculturists which comprises persons liaving very little credit and 
hardly anybody to stand ns surety and with no landed property, has to resort to J^athans 
and otht^r money ‘lenders who cluirge one anna ]X'r rupee per month as in U rest. 

Agriculturists of the sccojul and the tliird class, generally uhere tlicue is a c(>*<)jxTative 
ciociety, arc the members oi that society and as such they are financed by the society 
for ilieir current needs in cash. 8ome of them who are diligent and appreciative of small 
profits do impro\c their financial condition thereby. 

[b) Generally, that class of agriculturists who arc o^\'l^ers of *20 or db friyha^^ of land 
stand in need of big loans either for con.structing weiks or ertuding any other improve- 
ment. For that they either raise a loan by mortgaging tludr land to .^(nvears who 
e-hargo a reasonable rate of interest from 6 to 9 per cent, on such security, but the 
peritxi of instalments is not suHicicntly long ; while in the interval thc^ are ioretd to pay 
a higher rate of inten'st, and besides they arc put to cxpciiscs of registration and stamp. 

Also Government do advance loans for this purpose, but people, who generally want 
loans at an early date more as a result of some temporary reason, find it diflic ult to 
Soeuro it in time. Also co-operative societu^s afford reiki to individual members up to 
a limited amoimt of Us. 750, as well as for larger amounts, if the members form a 
separate society. 

(e) Government is the only agency to look after the general noeds of agriculturists in 
such times. Also witli regard to a better class of agriculturists, fioivcars come to their 
aid to a limited extent ; and co-operative societies give them relief either by w'ay of 
postponement of instalments or by advancing loans. 

The rate of interests varies from 6 to 18 per cent, according to the credit of the 
agriculturists in respect of advances. The period for which loans are taken varies 
according to the purpose for which the loan is taken which is generally from one year 
to throe years. 

Generally in the fase of big am.ounts, landed security has to be given. As regards the 
rest, personal bond or personal surety or ornaments serve as the security. 

Government advances loans only in time of scarcity or famine year and soinctiiucB 
for iDi]>rovcmeut purposes but tlie relief is not general and Ewieqiiate. Then tomes 

Mr. 0. A, P.imlya, 
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moiicy-Iemlers and co-operative societies or banks. The money -lenders vary in type. 
Some respectable money-lenders look to oaming a moderate rate of interest and generally 
deal with a lietter class of agrionlturists with good credit. They are a useful class on the 
w^hole, but their resoun es are crippled because nowadays they do not receive the same 
amount of deposits from other people because of the better rate of interest secured else- 
where. The other class of the money-lenders, generally local men of the villages them- 
selves following an agricultural profession, w'ho have laid by a few thousands of rupees, 
resort to money-lending among the ignorant people of that village. Their solo object is 
to earn exorbitant return by way of interest and they have an eye to secure the land, 
if any, owned by their debtors. 

Co-operative banks and societies which have stepped in of late do advance money to 
the members at a uniform rate of interest but this financing is of a limited amount and 
to a few^ members of the village. Generally the rate of interest in the village is kept in 
check by this iriatitution, and it has benefited industrious and intelligent agriculturists 
b) liquid atijig their debts on mortgage of land, etc. 

In villages, agri^ ulturists with slender resources stand in need of grain during t lio sowing 
season and local men of the village advance them in grain hut when the crop is ready, 
they have to pay to these local men 25 per cent, more over and above the higher rates 
at w hich the grain may be sold to them and purchased from them. 

Generally these fiiiuncing agencies act mde|.>endently and there is no co-ordination 
The result is that there may he overlapping in Gnauce and the ignorant agriculturists, 
instead of hciiig kept in cheek with regard to tlieii liabilities, sometimes icorficn their 
position. 

To o}*viate this, where there is a co-oporativo society w'orking with better machinery, 
with good irumilx rs nnd classed as A, the members of such a society in order to set an 
examjde to ot licrs should be rmwle to d isclose all f heir debts ; then they should ))e made 
to resort to the society only for their financial needs, thus cdiminaling any other ag(mey. 
The result may be woitched for a few years ; if it is favourable, the others may improve 
themselves. But for this purpose a very good amount should be fo\md in the district, 
and if this <‘an Ix' set ureHl at a little cheaper rate of interest by wmy of c lu ouragcment, 
it w ill prove a real boon to the good agriculturists, teaehmg them other higher principles 
than monetary only. 

Where there ia a co-operative society, the Government look to the co-operative society 
for financing membora and they always advance loans through the society. 

Quti^-'TioN 2. — In this part of the district, tobacco ia the principal money crop for which 
a regular net work of agencie.s is established. At various places there arc various dalals 
who charge commission from the buyer as well as the seller and other pcrquisitCB. 
They are responsible for money wdiich is paid generally after a particular pc'riod and 
if they want ready cash in hand, they charge a discount of 10 per cent, or so ; thus agri- 
culturists have to depend upon the influx of outside buyers for the realisation of prices. 
If the demand , when the crop is ready, is not great, better prices cannot be realised for 
their crops as they stand in need of money and they have to sell off. In this connection, 
if co-operative sale societies of tobacco can I>e formed, then they can afford to wait and 
can get advances on their produce to meet the expenses of cultivation. But the difficulty 
is that there are different gradations and kinds of tobacco, and also because of the complex 
nature in marketing system existing at present, the buBmess morality is not high. If 
some good i)ers(>nB come forward and set an example there is cVery chance of waiting till 
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l»ettcr pri(!e8 arc realised and establishing direct contact of the buyers with the sellers, 
thus eliminating the middlemen. As regards cotton, there is not much ( omplexity as 
in the case of tobacco. 

Question 3. — The value of land per acre differs in different iahikas and different tracts 
of the same hluka from Hs. 20 to Rs. 500 and Rs. 1,000 even. The value depends more 
on the class of cultivators existing there and on the tvnure and also in Bome parts the 
lands l>eing ui the hands of persons not likely to part with them unless forced by 
(dreumstanoes in which case fancy prices have to l)e paid for. Of late land is 
considered as the Iw^st sfcurity and, therefore, the return is not in j)ro}K)rtion to the 
prevailing ordinary rate of interest even. Land sold in Citovernment auction for not 
paying laud revenue is generally lujt much cared for S/ud the value realised is very 
low. Land sold by court decrees, if it is good land an<i in a Ixjttcr area, may fetch 
value even equal to that by private licgotiations though generally sales by private 
negotiations always fetch bfdter prices. 

Qi;e8Tion 4. — In the case of narv i Tenure which is prevalent bi certain of the 

<listrict, lands arc not freely mortgaged. There is no land mortgage hank in this district. 
In this district, in (jertain like Rorsad, Anand and some portion of Nadiad and 

in some other parts, good agriculturists, owjiing and cultivating lands liicinst ives do 
stand in need of long term-loans for improvement and a land niorlgagc I'ank ^vith a large 
capital and moderate rate of interest would l)e a boon to them and to sin'ure sutti* ient 
capital for Buch bankH Coveniment should intcrc'st themselves and lay aside or make 
available greater portion of capital at alKuit 4 per (‘cnt. Witliout that there is no hojx'. 
id a su^'cessfully running one of that sort. 

Question 6.— 8o far as this part of the district is ( (mcerned, comprising lh!r:.ad and. 
Ariaud ti}vk<.iSy there is a gocni field for rearing bulTalocs. etc., as milk is l>cing for 
dairy purposes in almo.st every village. If steps are takcji to form Hocicties for improving 
the hnads of buffalwa, quality of milk and estaldishing .^inali c(-ntrcH lor (iairy or 
creamery, this may afford some source of income to the agricult urisln thrf)Hgbout the 
year. Lor any part of the district that may form any sucli society. Government .should 
afford relief in the first instance by way of Government loans free of interest for 
0 . particular period, make some other grants to meet some extra expmidilurt^ or loss and 
help them in establisliing direct connection with purcljasers at big ( enti-cs. 

Qi'ESTiON tlA. — There is a great scope for weaving industry. This profession is 
generally followtxl by a elaas of 'ifu-ds who are also agriculturists but tliey are saturated 
with old ideas and do their work in their old crude manner. They require to make 
improvements in tlieir methods by {propaganda and practical demointrations and the 
other class of people, eu., dhamlas^ who stand in need of some allied industry, if they 
can be j^rsuaded, which they are likely to do in their self-interest, stand to gain- As 
regards the rest, co-oxK*rative credit societies can step in and arrange for the yarn and 
also for the sale of the protiuee. 

Question 7. — The (^o-oj>erativo Movement has tried to meet eurrent financial needs 
of the members to a greater exU'nt, though to meet all their needs and to be considered 
as the only financial institution of the mtmibere in the villages, a good deal requires 
to be done. 

First, by their own internal wx^rth so as to attract local and outside deposits as well as 
sympathetic conflideration at the hands of the Government to place major portion of 
capital ri'quiix d at the die|X)Ha! of the co-operative ag^^nejea at cheap rate of interest so 
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dSi to attnkct a bettcT class of agriculturists of the villages as meml>er8. This assistance 
may be required for some years onl^’' as later on these .societies may l)eeoni© self* 
supporting. 

Question 8. — The application of the Dekkhan Agriculturists’ Relief Act in this d istrict. 
M ith the press’ll t definition of agriculturist b therein, has a ffect<'<l tlje fbdvanc'e of money 
to big landholders who ne ver cultivate themaeh es and as a result has eliminated a lx>tter 
and respectable class of money-lenders. I’he result is the growth of a new class of 
moneydenrlers v ho art^ more unscrupulous and exacting, to the detriment of poor people. 
So the detiniti(*n of agriculturists in the Act requires to lx* modified. It may lx* n*Btrieted 
to real agrj< uiturist8 who eultivatc the land themselves, excluding all the landholders 
who own 50 -A and more. As regards siaall suits of the value of Re. 25 and Vx*low 
that, machiiier}' like village. nii{7f.<-iffs shoiikl lx t'realed so as t^> lessen the ex|XHnst>8 of the 
civil courts. Ae regards money-lenders with feijiall capital, who are generally local men 
of the villages and who deal with poor ignorant agricuitunst.s and who have been found 
more exacUng and uriHcrupnlons, and j>rof<'.ssir>n;\i money-lenders like Pathans, some 
legislation for licenBing good [x:>a]>lc to follow this profession witli proper safegtiards of 
kocjjing proper a('Couut8 is necessary. • 

SECTION III. 

Question 1. -Co-operative societies, v/Ikuc tliey are run on sound liii(‘.s iaikI wdieu) 
the people, inspire coniidenci*, a1tra<'t local deposits and provide inr*anB for financing the 
members. 7. o thisexi(‘nt th<' Movement baa auceecdfxl. 

QtMcsTJON' 2.- -IV'stal ('ash certificates seem to be vn^ry popular with the middle class 
men who used to deposit their Burplus inom'y vith local banks or good local sowcars^ 
Psiially they do not give interest more than II to 4 pew cent, and with the rise in the 
Btandard of living, all look to the Ixlter return for money, but this hue rt>suU<xl in the 
withdrawal of dcjKcsits from local .vo-n'fxyr.'-- thus curtailing the circulation of money whit^h 
has affected adversedy the crexiit of the px'ople in the rate of interest they have to pay. 

Oral Evidence* 

8080. .7'Ac Chairman : Mr. Pandya, you are a District Honorary Organizer, Co-operative 
JSocietieB ? — Yes, I am in cliarge^ of Boisad, Anand and d’hasra taiulas, 1 am a practising 
pleader in Borsad. Bedorc that, 1 w^as a Covernment ofiifx r in tlie Revenue Dejiartmcsiit 
in Kaira district. 

806 1 . You have a good deal of cxp rience about the economic cond ition of agriculturists 
in the Kaira district during the last few years. Ixmving asidi*. tla^ last three had years, 
has the economic condition of agriculturists improved or has it liecn stationary or has it 
deteriorated ? — In the case of good agriculturists, who could com maud ihoir own capital, 
they have bettered their condition. In the case of others, who owm lands, many of them 
have lost their lands and have reduced to the position of tenants, lands having been 
passed to sowcars or to peUidur cultivators. 

8062. What is the condition of dkarala-^, who had land under the ordinary tenure ? — 
They have lost their lands. Tlu rr is very little land on tlu* restricted tenure. 

8063. Is this deterioration of the condition due to want of ad(;quate financial 
fiKnlities ? Is that the main cause 7 — 1 attribute it to general bac kwardness from the 
point of view' of educs ’ion. They do not understand .and aj'*x*rc< date any ad vaiitage of 
co-op£^rative credit .societies, etc. 

Mv) Y 83 — 40 



B(j64. Would the provision of finanoial facilities on reasonable terms a])preriab1y 
l>otter their condition ? — If they are left to themselves, they will not improve. 1 have 
experionce of starting co-op(rrative societies in dharala districts. In the beginning the 
Movement was successful, but later on it failed. 

8066. Can you suggest any other sohemo of financing these backward claeses ? — There 
should be some sort of control over them. If they take loans from a certain agency, 
they should be debarred from taking loans from others. 

8066. Poos it not matter which agency they are to take credit from ? — If it is through 
co-operative societies, it woxild be l>eticr than borrowing from money -lend ere. 

8067. Supposing they get money from e(>-o|)erative Bocicties, would not the sowcar 
be able to bring pressure on them T — We cannot iniprove all of them, but certain people 
can be freed from the (dutcVies of soiecors. 

c 

8068. Would the dharalas V>e able to form a committee They can form their own 
committee though they may not be literate. 

8009. Have the higher classes no difficulty of finance ? — There arc many patidars, 
and some can manage without finance. There are three clat^ses of paiidars. Tlu middle 
class nKiuire finance, and tliey can pay us by the sale of the crop, but there is another 
class which can be put on tVio level of dharalas, who are not aide to pay out of their ctojk 

8070. Does that mean that they are not able to make the two ends meet 'r-' Tcs. 

8071. In their case, financing is not poBsible ; js that what you mean ? — They are i\ot 
reduced to such an extent that they cannot improve. 

8072. If they can get finance at reasonable terma, do you think they would improve Y — 
Yes. 

807J1. To what extent the societies have helped the second and thc^ third class \Vr 
cannot finance all. In a village we have to limit the number to iOO or 130 at the most. 
And generally w-hen w'c start aocieticB, certain good people do not join, and then fore, 
wo have to take in inditlerent mcmlxTS as well in the beginning, and aftenvards we have 
to exclude gcKKl members owing to limited resources as w'cll as limited rnembershi}). 

8074. If the number is exceeded, could not that iiuml)€r be iiiereased, or new socuetics 
started ? — In that case our difficulty is that the remuneration of the seerctary is not 
eommenaurato wdth the labour and respousibility he has to undergo. And the eommittc'e 
members also do not come forward from the first class, w'ho can be of help in the village. 
The people, wdion they are in a bettor condition, leave the society, and if they have money, 
they work in competition with eo-op<?rative soeiotios and ihemsvlves lend money. So 
our difficulty is that in a village tho^e who arc in a position do n<d work, unJ the 
committee mombers, w'ho are secured, are not alright themselves. They themselves are 
indebted, and sometimes they take money from the society, and do not p>ay up in time, and 
naturally they cannot exert that moral prcB.sure that we exjx^ct from them over other 
members. Wherever w'o find that wo have some perBOna, who are diBuitercBted and 
honest, we start a society, which can raise capital to the extent of Rs. 20,000. 

8076. How many societies of such sort are there ? — There are one or two in Borsad 
talukcL 

8076. How many societies are there in these three tahikas ? — About seventy-five. 

8077. How many of these are working well ? — Al>out fifty per cent, in Borsad taluka^ 
about thirty-five per cent, in Anaud taluka a.ud about fifty per cent, in Thasra taluka. 

Mr. C\ A. Puridya. 



8078. Are these societies able to fiiiaiicc their membere adequately T — They 6tiance 
adequately of late, becauet^ wc have adopted the BYstem of preparing maximum credit 
state men ts. 

8079- Ih llit finance triven in time ? — \r9, if the btateniente arr prepared in time. 

HOBO. Are the slate luenta prepared in time ? — That depends upofi our exertion ; we 
have to guide them. 

BOSl. iioNv rvany of the aockliea prepare their statements 'i Would it he about fifty 

TXT rsnt- ?- Yes- 

SOKlO Are there su jx r vising unionB in these talukas " — We ha\ e one in Anand and 
one in ihiraad taiuka, and we are tliinking of having one in Thasra iaiuka. 

SU83. Has the fltarthig of euporvismg unions heljx^l the societies in pn [>aving 
statements ’? — Yes. 

8081. Are these members of soeietic's heavily indebtcxl, or are main' of them freed 
from debt or are likely to be freed '/--Many of tliein an) indebted. 

HvjS 5. }Iave any si'hemcs been propared for relieving them fii^m the dol>t ‘/- Not in 
the ease of nil, but in ('ertain good soeu ties, wc try to redceni them from debts. 

8(iHb. \\ hat is yonr ex]HTieiK'e V Do they pay histainK'nts regniariy or do they go 
back to tlie swuxars ‘/•— (.Tenerally they do not go laick to trie .Sdirfara. 'i'hore may be 
ffoiuo exeeptuine, where they beta/me indobt(‘d again. 

8087. Is that the case with pitiidars or dharalas ? — Tlie dharalaH are improving too. 

8088. Do p{ ople in your tal.ika-s go in for land improvoruent ? — Tlioy Biniid in ii(‘ed 
of ereetiiig powtT pumps at present, and for tiiat purpose they reejuire linaneo. 

8089. Do they not get linance at present ’t — Some of thorn are mmnbers of the society. 
They have lands worth Oftetm to twenty thouBand rujHJes, and if they waul al/out (ivo 
tiiOUDaiid rupees, they approach the soeiet y. 

8099. Have any advances been taken ? — In one ease sewm tliousaiui rupoic-; wore 
taken. Some othtT applications arc under couvsideratiun. 

8001. Do you think taccavi ia the best form of advance f(>r loiigdcrm Ukjjis to carry 
out land improv'omeut ? — Yes. 

8092. Is there any difficulty in getting this taccavi for inembeiH of co-operative 
societies ? — We have submitted Bome applications. Now tht y Htand in need of these 
loans very urgently. We have examined the schemee and wo have submitted the papers. 
If the loans are not advanced in time, the advantage cannot be approcialde. 

8093- Do you think it is noce.ssary' to expedite the disposal of these applications ? — Yes. 

8094. Is there any difficulty in doing bo ?— No. 

8095. There must bo some fairly well-to-do cultivators in thia tract who have a certain, 
amount of surphia in goixl years. Whore do they keep this surplus ? — They purchase 
new lands. With a view to acquiring land they advance on mortgage of lands. 

8096. ^Are these agriculturist sowcars bettor than the ordinary sfmrarH or are they 
worse 1 — I think they are more extortionate. They care more for acquiring the land 
than for the money. 

8097. In reply to question 1 you say that the rate of interest of local money-lenders 
is apparently less than that of co-operative societies ? — In the case of good pcojde I have 



*ugg^O«tecl this. VV'hen they offer land a» s©CTiht 3 s the> can get at the rate of 6 to 0 per 
cent. 9 per cent, is the highest rate on the gecurity of land. 

8098. At ^vhat rate. docs the bank a<lvance to soeit ? — At 8 per cent. 

8099. But 3 'ou say ‘ apparently ’ tbej charge a Iocs rale of intei'est. Is the real rate 
higher ?— If we take into aocount the ro gi>;t rat !e‘n cliarges, the si am p charges, vaiaWt 
etc., ultimately it may come to the (ro-opeiative rate. 

8100. This is in the case of first class credit. What would the rate of interest be in the 
case of second and third class ineu ? — The second class men need not pay a high rate, but 
the third class men have to pay a high rate. 

8101. Are there many Pathana here ? — There are some. 

8102. la their numlsT increasing If — No. 

8103. W^itb w'hom do thoy^ deal ? — They deal with peo|)le wdio have no credit, 

8104. Have people in ytnir taliika taken much taccavi in the last twn) years on ac count 
of flwxls ? — Yos. 

8105. Has it aflectod co-operative societicB* recoveries ? — Not appreciably^ 

810d. In the case of long-term loans fur debt rede mptioii or for land improvement 
what is the usual pesriod of repayment of theso loans */ — It is 3 to 5 years. 

8107. Is the repaying capacity of a borrow^or suilicient to enaldc him to repay bio 
amount in fi ve years ?— Ordinarily wo fixid that the term is not BafTicient, but if money is 
locked up like this w^o have not sufticient numey to advance and meed tiio iucieasiiig 
demands. 

8108. lu that case tfie man has to borrow from, outside in order to pay the instal 
ment ? •— He has other lands, 

8109. Has he the repaying capacity to pay his ordinary loans plus this long-term 
loan ? — He might feel some difficulty. 

8110. Supposing the borrowers are unable to repay the mstalmonts, w'oiild it not be 
better for you to advance to a few persons and give, them longer instalments rather than 
to advance to more persons and ask them to repay in a shorter porifxl ? — It would bo 
l)etter on the whole. 

8111. W^hat iKjrhxi would you HUggest ? — Ordinarily w© odvaneo Rs. 750. For Rs. 750, 
I think, seven years’ {xericxl is enough. 

8112. But do not some people revpuire more than Rs. 750 for rodeeming their debts ? — 

Yes. 

81 1 3. Has redemption work not been taken in hand for want of ffnam e ? — No. 

8114. Is there no land mortgage bank ? — No. 

8115. You aay that there are a gocwl many res})eetable money -lender:;. An^ 
you referring to ehroffn in Uduka towns ? — Yes. 

811b. They' suffer from w'ant of capital now because higher rates are obtainable else- 
where ? — Yes. 

8117. l>o many agriculturists go in for postal ea.sh certificates ? — No. Those shroffs 
ustxi to recei^o deposits from middle clas.ses who have now taken to postal cash 
certificates. 

8118. In your opinion this investmeiit in jvostal cash ecrtificatos from the point of 
view' of district tinaric© is not a desirable thing ? — No, it is not a desirwl)!© thing. 

Mr, /I, Pawiya^ 
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8119. ItjB high rot/e of interest attracts the people to go in for it, does it not • 
Yea- 

8120. If the rate of interost on cat*h certitiicates ie reduced, do you think that more 
money would be coming into the hands of shroffs ? — The money will be utilised in talnlcas 
and in districts. 

SI 21. Would shroffs be able to lend at a lesser rate? of iuten^st ? — Yea. 

8122. How many shroffs are there in Bt>rsi:(l ? — There aro 3 shroffs. 

8123. Has the number been reduced during recent years Yes. 

8124. Owing to what 1 — Owing to the opplication of the Dekkhan Agrwulturists^ 
R(dbf Act. 

8125. Do .skrofU advance to agneuHiirieta or do they mainly advance to inwlers ? — 
They advance to agricultaristH also. 

8126. Have they euderod iti their dealings uith agriculturists ? — Yes. 

8127. You say in your statement that members of co operative eocicties should bo 
made to disclose all their debts. Do they not disclose their debts now t — There is no 
agency to get this information properly. 

8128. Do you moan to say that the information given by agriculturists is not 
correct ?— Yes. 

81 2U. Ab regards marketing of tobacco winch, is one of the most important crops in 
your district, is it sold in tlie village or is it taken to market j^laces ? — It is sold in the 
village through a dolal who may belong to that very village or to a neighbouring village 
and then out+iide buyers come to himaivd 1 m: approaches these people in the village. 

81 30. Is the dalal for the buyer or for Iho seller ? — He becomes a dalal for both parties 
and he charges commission. 

8131. Does he work in the interest of the buyer or in the interest of the seller t — He 
works in the iatereata of both. The buyer is an outsider and the seller is from his own 
village and, therefore, he works in the interest of both. 

8132. How is the price fixed ? Do villagers know the price ? — Generally they do not 
know the price, but it all depends upon the demand. Generally they know that in 
a particular village tobacco of a particular typo usually fetches a particular price, 

8133. But it varies from yc?ir to year, docs it not ? — Yes. 

8134. Do villagers know what is the prevailing price to-day or to-morrow ?— No. 
They are ignorant. 

8135. Have they to depend upon the dalal ? — Y'es. 

8136. Perhaps if more than one buyer come to a village they might be able to know 
from them ? — But the buyers always come through dalals. 

8137. Does the buyer pay immediately the value thereof ? — No. It is the dalal who 
is responsible for payment. 

8138. Have agriculturists suSerod any loss? — No. The loser will Ik^ the da^a/, if 
any. 

8139. After how many daj^s do these people get money ? — After a month or two. 
Grading is the main difficulty. 

8140. This can be done as is done in the case of cotton sale societies, can it not ? — Yes, 
and the other difficulty is liecausc of this complex system the cultivators also have 
adopted undesirable ways. They mix along with tobacco certain rubbish and make 



up the weight in order to coinpenwat-c them with regard to tlie pnce or the money that 
they have to reaU«e. To overcome all these difhenlties my siiggestion is that if a Boeiety 
is started, all these things would l;e remedied and they -w ould derive l>eneht. 

8141. Would there not be any difficulty about finauee ?- I'he noeiety would etdl it to 
a merchant and take over the responsibility of payment to tlie cultivator. 

8l4i!^ Do not thcao buyers Bometiincs default ? — Yes. but the daiaJs are generally 
careful to take kundis or something of that sort. 

8143. Do they take mudati kundis ? — Yes. 

Sl44. Do you know of cases where such hundts have been diBliorumred Y— In that ease 
a suit will have to be filed. 

8146. Docs it not mean litigation ? — Yes., but in rare cases it so happens. 

814b. Usually the merchantB pay t— Yes. 

8147. Do not the cultivators mind -waiting for a month or tw'o ? — When they are in 
net^ of money they get the amount at 10 per cent, discount. 

8148. Do you think that this busmess could be done by co-operative sale Bocielies ? — 
Yes, if we could secure gocnl persona to manage the same. 

8149. Has the formation of such societies been tried or considered 1 — At certain 
times when the demand is not great these people have to sell tht' prixiiu e at a very' low 
rat<?, Ko if a society could be started it w^ould reality be an lui vantage to cultivators. 
From one village certain good pt'Ople hotl ap]>roa( hed me and said that if n society^ could 
bo started, they would be benefited. If they take certain Bharep, -wo can advance also 
up to 60 or 00 per cent, so that they can meet the demands of persons to whom they 
have to pay. 

8150. Do you think that the proper sort of managomout will be forthcoming ? — It all 
depends upon the man whom we secure, in the first place, this is a cornplieated business. 
If the man is honest and all that, ho can got also a good remuneration. If good people 
come forward then there is no difficulty to give him Butlicicnt rc mime rati on. 

8151‘ Is it a fact that sometimes cotton lies in the warehouses of merchants at least 
for a year or tw'o for w^ant of demand ? — When rates go down like anything, it is so. 

8162. What are the other impeudant crops in this district 7 — In Thosra there is good 
cotton. The only other principal crop is tobacco. 

8153. Does the narvddari tenure come in the way of agriculturists getting credit ? — 
Yes. 

8154. Would it be possible to abolish this tenure 7 — Ko, they would not like it. 

SI'S. They do not mind their crerdit being restricted but they want the tenure to be 
preserved, is that so ? — Yes. 

8156. Professor Kale : What is the distinction betw'cen nariadari and bhagdari ? I& 
then^ any radical difference T — So far as the Act is concerned, the principle is the samru 

8157. Th^ Chairman : Do ymu gay that the milk industry is a very important industry 
in these three talukas 7 — Yes. 

8158. Docs itYequirc finance ? — We thought of starling one society aba central place 
and Tve hail even taken share capital but it has fallen through somehow or other. One 
man who had come forward to uu<leriake this w ork and whom we trusted did not perhaps 
like to undertake this -work and the matter fell through. 

Mr. C. A. Pandya. 



8ir,0. You say that it is the want of good maiiagoment that comes in your way of 
starting creanKries rather than fniance Yes, 

8160. Are there croamcnes in those iahtkas ? — Yes. They are run by private persons. 
For every two or three villages thei*e is a creamery. 

8161. Does it pay a good return ? — No; because people also mix water with milk. 
This moans that people who have milk industry' do not give sufficient nourinhniont to 
buffaloes. If a creamery ia started, they can get better price and see that the butfaloea 
are also sufficiently nourished. 

H102. You rooornmend that eertain classes of moncv-londcrs with a small capital 
should bo li' oasod. I presume you want to exclude the i^hraffs and ])otter money deiuierB 
also. If legislation haste be undertaken for licensing this class of money-lenders, how 
wouid you distinguish between the Iwm ? — You might include all the classeB and 
1 have no objection. 

8163. In some places shroffs object to this elas.s of rt^gist ration. They say that they 
trade upon their own capital and they do not fort'e axndxxly to borrow from llu'n\ and 

so why should they be registered ? But if legislation is passed it may be applied to a 

particular class as well. 

81G4. They l oth advance inoiiey. How would you distinguish them — My own idea 
is that it should he applical»h' to all classes. 

8165. Mr. V. L. : Ih E'idcs t he Bchome of encouraging for power-pumps set up 

by individuals, ha\’e you any co-operative powei-; ump society ? — We have one. 

8166. Is it working v^ t.'ll ; — It would Itave worked well if there was goml management. 

8167. Would you like this work to be undertakejj by ijidividiials or jointly or by 
co-operativo societies Our experience has taught us that if we can have good managew 
meat and also a certain cn dit is raised, the co-operative Rx.uety would do Well in places 
where water is h<dng rtcjuired every year, 

8108. Tln-re is a general iiuy/rcHsioii that the well-to-do cultivators stand off from the 
Co-operative Movcnnnt in Kaira d istrict. Is lids impression correct ? — It is only hecauso 
of the high rate of intv* rest tiu I they are olT from tlu^ Co-oj>erative MovcMK iit. 

8169. Or are tiagy afraid of the iiiilimited liability r — No. G<ULeraIIy they know that 
even if the society go' S into ii<iuidation nobody has to bear any loss. 

8170. Do you think that if the rate of interefit is hnvered, this typo of f ulti valors 
wouid come in V — Yes. 

8171. Do you think that thi.^ kirnl of admixture of well-to-do cultivators with the 
weaker people will In* ad \ airtageous ? — Yes. 

8172. Mr. Kamat : Does your jurisdiction as a District Honorary OrganiBcr extend 
to the whole district ? — No. It oidy extends to ihret: ialukas of the district. 

8173. Do you think that it w ould bo a good thing if an organ!' or spec ially for non- 
credit societies wert> to be appomte<i ? — I think if a special man ia to l-e apptuntwl then 
a paid servant would bo better. 

8174. Would you agree that if more sale societieft or more co-operative creameries 
were to be attempted , this sort of work would be rather too much for an honorary 
organiser ? — Yes. A paid servant w’ould be Ix^tter. 

8175. Would be he al)le to promote the co- 0 {,>erative sale societies Yes. 
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S176. Ijooking to the marketing conditione in this district, do you not think that mote 
aale societies would be an advantage ? — Yes, 

8177. What is the condition of the taluka development asaociationB here ? Have you 
any idea about them ? — I am also on the managing committee. 

8178. Is it true that collections are not properly made and subscription s are always 
in arrears 7 — At certain places it is so. Where there is a jwrmancnt income, there is no 
difficulty of approaching individual meml>erB every year for subscriptions. 8o far as 
Xlorsad tcUuIca is concerned, wc have «• cured about Ks. 12,000 to Ks. 13,000 which fetch 
an interest of about Ka. 800 to Its. 900 per year. But in some other associations they 
have absorlied the capital and perhaps they would come to grief. 

8179. How many urlmn banka are in the Kaira district ? — There arc hardly two or 
three urban banks. 

8180. What is their working capital V — Our experience is that both of them are not 
working alright. Wc arc thinking of taking them away from that category and reduce 
them to the position of a credit society. Tliat is to say urban banka in the Kaira district 
have not l)eeii iii a very^ flourishing condition. 

8181. la there a students' co-ojK^rativc society in the Kaira district 7 — Yes. There 
is the Charotar students’ co-operative society. 

8182. How is it working ? — It is w’orking alright. 

8183. Are you in touch with the cottx>n sale society at Thnsra ? — As a District Honorary 
Organisf^r T am in touch with it t(» a < ('rtain extent. 

8184. Are they canydng out the purposf^s of a t’alo society efficiently ? — Yee. 

81Ho, I find that thfdr total turnover in the sale of cotton is worth aliout Its. lakhs 
and the net profit ia only Ks. 504 ? — They bring a good quantity and sell it to the 
ginnery men. They do not realise a proper profit from them. 

8186. Does it indicate that the society is not managed efficiently ? — No. It is managed 
alright. The maji at th(' bead in a trustw'orthy and a very careful man. The only 
advantage that the members reap i.s that they got 50 or 60 per cent, oi the value on llio 
security of cotton. 

8187. Y^ou may have a good manager to manage the society, but do you agree that 
until the circle of buyers is widened or the ring of buyers is widcnwl, the sole soedeties 
may not be aufficiently ejicouraging ? — Yes, 

8188. Do you think that in this taluka Boeietiesfor zemindars W'ould be a great advant- 
age 7 — ^They are absolutely necessary from what 1 find because those big landholders 
are not now members of societies wherever they exist. They come and approach us to 
find money and wo are not able k) do, 

8189. What is the present difficulty in starting a special society for these big land- 
holders ? — Wherefrom are wo to bring money. Our district bonk is not in a position to 
finance. As a matter of fact these zewtindars have a goixl security and they can be 
financed. 

8190. If adand mortgage bank is started, would there be any necessity for a special 
»emindar8* society 7 — No. 


JUr. C- A, Pandya, 


(The witness withdrew ) 
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Mr. CHHOTABHAI DW ARK AO AS PATEL of Traj, taluka Matar, 

Zilla Khada. 

{Summary of Replies to the Questionnaire in Gujarati.) 

The rates of interest in tbe Matar taluka and Mehamadabad are a« under : — 

6 per cent, for the superior cljss of borrowers {Patidars owning large tra<‘ts of land), 

3 to 5 per cent, for discounting hu/idis and 9 to 12 per cent, for loans for tbe middle 
fiasaes {Patidars owning 20 bigJuia of land). 

For the poorer Glasses (those owning small tracts of land) 10 to 20 per cent, discount 
rates and 12 to 24 per cent, for loans and 25 per cent, for seasonal ad ranee for 4 to d 
rnouths. 

Co-operative societies are not a success as their rates of interest are too high for the 
superior class of agriculturists and the methods of \rork such as to militate against the 
interests of good class of borrowers. Unless the Revenue Department collects the dues 
of societies and unless members of co-operative societies are precluded by law from 
borrowing from others, the co-operative sooioties cannot function efficiently. 

The Imperial Bank and the joint stock banks do not lend moneys to farmers. 

The Revenue Department, the Department of Agriculture and the Department of 
the Registrar of To-operativo Sorieties should all work hand in hand in the intorosts of 
the agriculturi.sts. 

The sftiall farmers are obliged to sell their goods to local merchants who take thorn 
to the iiiorketH in big towujM whore the goods are sold and usi>d for local conHuruptiun 
or ex|K^rtcd, 

In this district such big markets are in Ahraedabad, Dholka, Rawla, Cambay, Nadiad 
and Mehamadabad. 

Owing to the middlemen's yjrcdits, tbe agriculturists thus get less for their ssles and 
pay more for their purchases. 

There should be sales societies in each taluka and co-operative sooioties and their 
banks for making advances to agrictdlunsts. There are no such facilities now. 

Land mortgage banks would be a. boon. In order that they may be able U# make 
advances at low rates of interest, the major portion of post oftico savings banks 
deposits should be placed at the disposal of such banks and co-operative banks on 
easy terms. 

In districts liable to famine conditions agrioulturists have to give up cultivation and 
serve as labourers. 

Oral Evidenca. 

(iS'ummary of Oral Evidervee in Gujarati.) 

1 have been a district honorary organiser in Matar taluka since 1917. 

I have 125 acres of land, and I pay an assessment of Rs. 100 only, because I have 
»ome inami lands. 

From 1900 to 1911 the oonciiiion of agriculturists was bad ; from 1911 to 1923 it was 
good, and from 1923 to 1929 it has been woree, becau.se of scarcity of rain, flood and 
frost during the last few years, 
uo Y S3 — U 
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The agficuiturista are heavily indebted to oo -operative societies and to aou^cars. If 
there are at least ten godd years, they will bo able to repay their debts. Government 
should advance them loans for repayment of their debts, and Government should n^cover 
the loans from the produce, which the co-operative societies or the joint stock bauks 
cannot do. In bad years Government should bear the loss. The co7)dition of 
agriculturists in Matar taluka is very bad ; though there is some irrigation, there are 
difficulties of water. 

The Howzars charge 9 to 20 rupr^es as vatav, that is instead of Ks. 100 they give Rs. 80 
only. The aowcar^ (barge 12 to 24 per cent, interost, and the co-operative societies 
charge only O.J j)er eont . 

The princsipal crops are danger and wheat. The agriculturists pell their pifniuce to 
petty traders in villages, and the dalala buy from petty traders and bring it to Xadiad 
and Abmedabad. There is no sale scudety in m 3 ^ taluLa. 

Many agrieiilturists have turned into labourers, because agriculture docs not pay 
them. 

I am of opinion that a land mortgage hank should be started for the whole of Kheda 
district. It would be difficult to get enough eapital in the district. This bank should 
be for big agriculturists, and Government Bhould advance loan.s to small agriculturists. 
Govemmont should take possossion of the crop, which cannot bo done by (‘O-oper.ative 
Boeietioa. 

Members of co operative Hocielies should take money from the soeietios only and not 
from outside. 

Many agricmlturists hasua taken advantage* of tacenvi. They hax'^e not b« en iiiisuscMi, 
and wherever there are co-operative Hoeii'ties, thi^se loans have been r(‘{>aid. Sonu^ 
iacemvi still remains to be rejxiid, but the amount is less than the aniount of indehU.Hlne<JS 
to soeietit's and sowcar,^. 


(The witness withdrew.) 

Thfk Committee then adjourned till J I a.m. on Wedne-Vian, (he 27th November 1929, 


Mr. Chhoiahhai DuarkadCLs Patei, 



Wednesday, November 27th, 1929 
BROACH. 


Present : 

Mr. J. a. Madan, C.I.E., I.C.B. (Chatnuan). 

Mr. B. S. Kamat. Mr. V. L. Mehta. 

Prof('a.'^or W G. K ale. 


Mr. B. B. Masani {SecrrJarfj), 

Khan Bahadur PIROJSHAH R. VAKHARIA, Merchant, Broach. 
Replies to the Questionnaire. 

1. Cotton is one of the mHiri items of crop and oiio important industry is ginning and 
pressing cotton. 

2. Cotton (ungirmed) is never brought by tiio (armor, oxctjpting in very few oases, 
to the market. Ho always finds buyer on spot and derives bettor rates owing to keen 
eompotition. Only in Jambusar some more Icapas is brought by the cultivator hirasolf 
to tho market for sale. 

S. The middleman is generally a broker and buys on account of merchants and 
f.actory owners. Tho payment is made on tlio spot and weighmont made by the weigher 
of tho village who is the weigher for the whole village. In a few cases the buyers bring 
the kapas to the factory and sell to that factory whi>'h pays highest. They are paid 
by the factory owmer as soon as welghment is made. The kf»p(M is originally weighted 
in the village and again weighed in the factory, so that there ia no chance of mistake 
in weights. 

4. The whole of kapas crop is financed by the factory owners. The factory owner 
is generally the merchant himself, but in case there are other people wishing to trade, 
they have to be financed by the factory owners. 

5. The factory owner is financing himself, partly by receipts of money in lieu of 
cotton delivered against sales to cotton purchasers like Ralli Bro.s., Volkart Bros., Japan 
Cotton, Toyo Menka and other native firms, and partly by his own resources and 
credit. 

6. The ultimate funds come from the Imperial Bank, which provides funds to the 
extent of rupees throe to five crores vaiying according to the size of tho crop. The 
daily payments by the Imperial Bank are sometimes so high as 15 lakhs of rupees, in 
the cotton season by way of discounting demand drafts. They advance money on 
cash credit system, long dated hundisy loan accounts and overdraft account. The 
Bank discounts draft at a very low rate of 1 anna per cent, and I think the most import- 
ant and vital part in finance of marketing cotton is played by the Imperial Bank ; no 
other Bank would be able to cope with this work. Tho working of the Bank is quite 
convenient and sympathetic to the clients, who are given all sorts of facilities. Tho 
amount of work the Bank has to reject is either due to the clients not having sufficient 



fnredit or feeling shy in availing themselves of the facilities given by the batik to lend 
money on stocks. People think it humiliating to take money from the Bank on 
stocks, with a board of the Bank. 

7. The factory owner advances money to his clients even in the monsoon on personal 
credit. These clients who are all residents in villages advance money to the agricuituriBi 
either in cash or commodity and recover the same when the crop is ready and sold. ^Fhe 
money advanced by the factory owner is retnnied during the season. In this way some 
factory owners advance during the monsoon pretty good amount according to their 
capacities. There are several factory owners, and a great deal of hnance passes through 
them. 

8. The rate of interest charged by the factory owner is generally ^ per cent, and 
in no case higher than 9 per cent. All the dealings done by them are oh personal 
credit. 

9. The farmer of this distritrt cultivates grain especially lang, juar^ til seed and 
some tiir along with cotton so that he guardii himself against total failure of crop and 
provides for immediate money, for grain is ready earlier for sale than cotton. 

10. The credit of the agriculturist and the dealers is imp.'iired, because of recent 
times they are now inclined to seek the protection of the Dokkhan Agriculturists’ 
llelief Act and the Insolvency Act. The provisions of these Acts are such that, the 
creditor is sometimes quiti? helpless to recover his dues and the debtors escape with 
impunity. Either the Acts must he acted upon very strictly or amended, 

11. The native shroffs are few in number — an indication that the overage wealth of 
the district town is deoroasing. There were formerly shroffs who took veiy important 
part in financing the produce of the district, but now the resources and capaciti(\s of 
the ehroff have come to bt^ very limittsd. and also some of them have lost great amounts 
owing to the debtors taking undue advantage of the Dokkhan Agriculturists’ Kclicf 
Act and the ln8olvt3ncy Act and so have become extinct. They have not iinproveti 
their methods with improvements in other trades and bo have been thrown in the 
background. Their area of businees covers dealings with small merchants and some 
of tht' morcliants whose work is rejected by banks. The capit al employed by them is 
very scanty and their working expenses ratio is high. They have not easy and 
convenient connections in Bombay and other important cities in the Presidency ; the 
disc'ount they charge is therefore very high and in ni^ny cases cannot take up that 
work. Their resources being limited the facilities they get from banks are limited, so 
that they cannot obtain neceasary funds. If the linns doing buHint^f^.s as shroffs wore 
registered and their position more reliably known they may gain so me credit. 
If they succeed in arranging with the imperial Bank to discount their draft at a special 
rate or have cash credit accounts they can better augment their resources. 

12. 1 should think that on the whole the financing of crop is not unsatisfactory. There 
arc factory owners, the Imperial Bank and private money-lenders, who are doing their 
part^ of work with best intention and to their utmost. The ladder begins from the Imperial 
Bank with aaeigned places to factory owners, men^hants, kapas brokers and ends with 
the farmer, 

l;i. l do not kndw what part the co-operative BO<deti©i* can play in the financing 
of crops. Co-operative aale society or market systems would not b© of advantage 
to the farmers, for at present they get best prices owing to competition among 
the factory owners. To give a concrete example as to how the cultivator* ge^ 

Kfmn Bah4nivr Pirojshah jR. Vakharia, 
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better prices, t may point out that formerly Balli Bros., Volkarte, Toyo Menka 
and other export houses were buying thousands of bales in the local market, but now 
the prices here are maintained so high that they have to biiy their requirements 
in the Bombay market and only buy here at the most 25 to 30 per cent, of their 
requirement. The one co-operative society of which I am aware is in Jambusar 
taluka and 1 do not think it is a success. The efforts of Diw^an Bahadur Malji and 
his assistants are quite praiseworthy, but the people are not ready or aecuBtomed 
to this line of working. The certified warehouses or advances to hold ijp the crop 
are not necessary or advisable, for the season commences in February and finishes 
in May, and so owing to this natural limitation they have to sell off their crop within 
a particular period. Again if they want any financial help the factory owner is ready 
to advance them any amount of money on their kapas and so no other arrangement 
is necessary to bo made. Again It is not necessarily that the farmer gains by holding 
out his crop, for the rates he obtains depend on the market tendency, both Bombay and 
foreign, and on the demand of ready cotton. These rates fluctuate and often the farmer 
loses by holding out, as for example last year the rates varied as follows : — 

1929— 

January Rs. 380 per candy of 885 ll^g. 

February Ra. 390 per candy of 885 lbs. 

March Rs. 400 per candy of 885 lbs, 

April Rs. 366 per candy of 886 Uw. 

May Rs. 335 per candy of 885 lbs. 

October Ra. 340 per candy of 885 I he. 

November Rs. 320 per candy of 8S5 lbs, 

14. Regarding the agricultural credit, years back there was free lending to the 
farmers by the skroffs and the private money-lenders, but the farmers utilised the excess 
cash they had with them in buildings and buying lauds at inflat<*d prices, and afterwards 
when they were short of money owing to bad crops, they took protection under the 
Dekkhan Agrioulturiete’ Relief Act. It made the recovery more difficult and sometimes 
impossible. Owing to this the credit of the agriculturistB became impaired and the 
lendings narrower. Now the Bhroffa and many private money-lenders have etopjKid such 
dealings with the farmer who has now to provide his wants from co-operative societies, 
and if from private individuals, has to give very strict legal security such as cannot evade 
the Dekkhan Agriculturists’ Relief Act. The farmer has now lost all personal credit. 

15. As for the small industries there are none except a few, namely, the flour mill 
(grinding eom for domestic purpose in retail), rice milling anti hullers. The cotton 
ginning and pressing factories are an industry in themselves and are in a way very 
important. The flour and rice mills are doing work in small quantities and are allied 
in a way to agriculture, but they do not require any funds for they have to stock no 
commodities on their account. The ginning and pressing factories are handicapped by 
many Government regulations and, though more in number than required, are 
sometimes badly placed to complete the work. 

16. As for the marketing of cotton crop I have said suflSoient in paragraphs 2 to 7, 
9 and 13. As for marketing other crop, ny^mely, grain such as jtiar, wheat, lang, 
dali bajrif etc,, the farmer takes it to the nearest town like Amod, Jambusar, Vagra, 
Ankleshw ar, Hansot, etc., and sells there, or in some cases some rich cultivator of ths 
village buys from him and then he sells in any of the above towns. 
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17. The value of the land dependa mainly on the yield of the crop and to some extent 
to its being situated in a village near the marketing town. 

18. The cash oertifioates are taken up in the big towns like Broach, Amod, Jambusar 
and Ankleshwar, but they are not prevalent in villages. Even in towns they aro not so 
prevalent as would affect the course of finance, and even if there were a chance of 
making them more popular the increase would not be so material. 

19. There are the Imperiad Bank of India, co-operative banks and some shroffs, but 
there are no moans or institutions by which the saving and Investing habits of the public 
can be encouraged. There are no spare means in sight in the hands either of the cultivator 
or the public which would allow for a scope of investment. The savings banks are availed 
of by people deriving fixed monthly income by way of salaries but would not suit, nor 
would be found profitable, to the mercantile people. There Is no market to buy or sell 
Government securities here, but the Imperial Bank does that on a small commission. 
There is no necessity for special arrangement to purchase Government seouritios as there 
are no funds lying Idle for want of them. 

20. As regards [the money which oomes in the hands of various groups of people, 
the farmer, I think, would spend the same in building and marriages and, if possible, in 
purchase of lands. The middle class would l)e inclined to turn it remunerative by 
placing it as deposit with some banka or private individuals. 

21. The cheques have become certainly more prevalent owing to the abolition of 
stamp, but if Gujarati script were introduced, the dealings with the banks would still 
increase. The banking and investment growth in districts is slow because of the innate 
orthodox habits and the English scripts in banking and the strict formality of working. 

Oral Evidence. 

8191. Ths Chairman : Khan Bahadur Vakharia, you are a merchant and 

a gin-owner f — Yes. , 

8192. Are you a landholder as well T — Not to a largo extent. I own hardly al>oiit 
a himdred acres. 

8193. Do you cultivate any land yourself ? — No. 

8194. Do you do any banking business financing merchants or cultivators ? — We 
advance money to merchants who bring kapas to our gins. We also advance 
to cultivators who have connection with our gins. 

8195. You must have heard about the Cotton Markets Act, imder which regulated 
markets can be started under certain conditions in certain places. Wliat do you think 
about the advisability of starting such a market here ? — At present there is keen 
competition amongst the buyers, and the agriculturists get the highest price, and they 
can sell their produce on the spot. 

8196. 1 see from your statement that practically all farmers sell their cotton in the 
village itself. Do the big cultivators not bring the kapas to Broach and other markets 1 — 
Mostly the kapas is sold in villages. In Jambusar some cultivators bring it to the 
market. Some of the big cultivators bring their kapas, and keep it in our gins, and 
borrow money on that, if they want to wait in anticipation of better prices later on. 
They sell if the price goes up, and JJme of them got it ginned and export it to 
Bombay, 

Khan Bahadur Pirojshak B. Vakharia, 
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8197. Do you ^ve such advances to any person who brings kapas to your gins ? — -We 
advance up to 80 per cent, of the value to strangers, and 90 per cent, to well- 
known oustomera. 

8198. You aaid just now that when cotton is sold in the village, there is competition. 
How does that competition arise ? — There are brokers and merchants in the village, and 
there is comjKJtition amongst thorn. We have our brokers there, and we send them orders 
every day giving them limits of prices. 

8199- Is much kapas brought by village petty traders to Broach T — In Broach most 
of the kapas is sold in villages. Very few cultivators in Broach bring it hero, gin it and 
sell it here. 

8200. Whom do they sell to ? — They sell kapas to gin-owners or to kapas merchant.^ 
such as Clihaganlal ritaraberda.s, P. R. Vakharia, Jamnadas Narsy, Dinshaw Furdoonji 
and others, and the ginned cotton is sold to Messrs. Volkart Bros., Raili Bros., 
Toyo Mcnka Kaisha, Japan Cotton Trading, Ghoslio Kabushiki Kaisha and others, 

8201. Have Messrs. Volkart and Ralli Brothers gins here ? — They have no ginning 
factories here, but they have their offices for purchaee of cotton ; also Japan Cotton 
Trading, Toyo Menka Kaisha, Ghoaho Kabushiki Kaisha, Patel Bros., Madhavdas 
Amersy have their offices here. 

8202. You have stated in your written statement that they have given up buying 
here ? — They arc not buying to the extent they used to. They buy much less. They 
have their agents here. 

8203. When a cultivator brings cotton to Broach, where does he take it to ? — He will 
brings to Broach. They all meet at a C€)rtain place in Broach, and our agents and 
merchants themselves go and offer prices. 

8204. la there any means for the outsider to know what the prices are, when the prices 
fluctuate ? — Yea, they can cosily find out in tho market. When the kapas is brought 
to the market, the agents bid and offer higher prices. 

8205. Is there auction It is not an auction, but higher bidding. 

8206. How many gin-owncr.s are there ? — There are four gin-owners In Broach, seven 
or eight in Palej and eight or nine in Jambu.sar. 

8207. Have these gin -owners formed an association for pooling f — About fifteen or 
twenty years ago there w as an association, but for the last so many years there has been 
no pool. 

8208. Wbat is the price charged for ginning ? — Six to six and a half rupees. 

8209. For pressing ? — From four to five and a half rui>ee8. 

8210. In case the kapas is purchased in the village, is the payment made at once t — 
Yes, it is paid there immediately. Wo have also to send cash to our agents there. 

8211. When it is brought to Broach, is tho payment made immediately or after some 

days ? — imraediatefy. 

8212. You say in your .statement : “ Tho whole of kapas is financed by the factory 
owners. ” Is it during cultivation or when tho kaptui is ready ? — .After the kapaa 
is ready. 

8213. Ann say that the Iini>erlal Bank issues longdated hundis. For how 
many days 't — 15 or tK) or 90 days. 
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8214. That mast be a great facility to the cotton industry here ? — Ves. 

8216. Bo any of the local shroffs issue here long dated hundis 1 — Ln my opinion none. 
If there la any, it would be for amall amounts, say live hundred rui>ees. Mostly they do 
business on khrUas. 

8216. The branch of the Imperial Bank was opened hero many years ago. Were 3^011 
here before that ? — Though I was not here at that time, shroffs say that since the opening 
of the branch of the Imperial Bank, their business has very much diminished, 

8217. Why has their business gone down ? Bo you not think that It is due to the 
competition of the Imperial Bank 1 — The Imperial Bank is giving at cheaper rate. 

8218. Is a cheap rate not good for the trade and for the general public ? — Of course, 
it is good. 

8219. Boes the Imperial Bank advance on the security of goods to all persons ? — 
Yes ; they are quite prepared to give advances oven on grains, if they are allowed to 
keep the godown in their possession, and if they are allowed to keep their board on the 
godown. In my opinion, they advance even on gold ornaments even Rs. 200, but not 
below Rs. 200. 

8220. You said you finance a certain number of agriculturists who bring their cotton 
to gins 7 — We advance money to some of them in ex|>ectation that they may bring the 
kapas to us. 

8221. Bo you make that a oondition 7 — No. 

8222. Bo you buy standing crop 7 — No. Some of the agriculturists who cannot 
get advances from gins have to sell their kapas at cheaper rates, and they get 
small advances. That is the jarap system. 

8223. Is that system still prevailing 7 — Very little, hardly half a per cent. 

8224. You say in your statement : ** The rate of interest charged by the factory 
owner is generally 6 per cent., and in no case higher than 9 per cent.” Does the 
rate depend on the credit of the party 7 — It depends on the tightness of the market. 
9 per cent, la charged only In seasons. 

8226. Bo you charge only one uniform rate 7 — Yes. 

8226. The branch of the Imperial Bank is useful to people who are living In Broach. 
What about people who live in talukas, say at Amod or Jambusar or Vagra 7 — They 
come here and get the money, 

8227. U they want money on the security of produce 7 — They come here and arrange 
with the Bank and do the needful, and the Bank send their man there. The Imperial 
Bank put their board there, but many people do not like it. 1 think In Jambusar some 
merchants had taken money from the Imperial Bfiink. 

8228. At certain times all these gins must bt^ getting a large quantity of cotton, 
and they advance money, and as they cannot realise Che money immediately from the 
buyer in Bombay, they must be requiring money during the interval 7 — Here the system 
it that they sell ahead. The cotton will be ginned after a few days. 

8229. Bo the Bombay buyers pay before they receive the goods 7— They pay when 
they receive the goods. 

8230. Till that t ime the gin -owners must lind the money 7 — Of course. 
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8231. Wotiid it not be better if there is some facility of advaiioing money on the 
security of the produce lying in the gins ? — We get it if wo want. The Imperial Bank 
keeph a man in the gin compound, 

823*2. Do people in Jambusar not like t-o take advantage of this aystem Except 
u few, generally they do not take, bet'anse they object to the lin|K‘nal Bank putting 
the board. 

8233. Is it diificult to arrange with the Bank ? — TJiere is no difbculty ; they have 
to come here and get the money from the Bunk. 

8231. VVlien you sell cotton to Bombay, do you rweive much of the money by 
drafts ?- W e draw h'lnrlif: on Bombay rnerelianls. 

8235. You say in your .statement : ‘* <,V> operative sale socitdy or market systems 
woiiid not be of the advantagf' t<* the fanners, for at present they get best priee.s owing 
to f.'Oinjjctit ion among the factory owners.'” Onc' witnes.s, who gave evidence btdoro 
us, .sahl that tlic prt'.scnt system causes the farmers great iiusonveriience, because they 
do not, get the ]'rice which i.s tixed for I hem in \ ilhiges, that thej'C arc always some randhu.'i 
raised and that the cultivator docs no^ receive the price as iixed in the kaUila ?--In 
dnklcshwai they ha\e laha/a sy.Hteni, but it is not so in Broacli. 

8 23t>. .\rc there no rand has raised after the cotton is brought l)y the farmers ? — If 
the (piulity is inferivu’, th<i randha Jiri.ses ; but if w'e giAe them unnecessary tioublt, they 
would not come to ns again, 

8237. Taking the case o1 Ihfiaeh, snppo.->ing there are about a buiulrerl trat>sa( lions, 

liow nnmv raiuDias will there 1 h‘ raised my opinion, it is a bard jol), if we make 

tatrdhas with tlnnn. 1 have one ginning factory of <).S gina and anoilu^r of 3S gin.s, and 
hardly about < ight or nine ran Uias arist^ in a y<^ar. Sometimes tlu'V' put in the middle 
inferior cotton, but that hajtj.cns only in a tew ea.sr's. 

8238. Is there kard/t ?- -There is, but that is in Bombay also. If we tender eotton, 
and if the, fades iire not fWMrordiiif^ to sample, they make lUlowanoes, which 
means karda. 

8 239. If there is a disjuite, is there any' agency to settle it y — Tlhc niereliants 
themselves do tluit. 

8:21(1- Is there no arbitral ion -Thtne is a kirui of paiav'dt amongst them here, by 
s<‘]eeting botfi side arbitrators from among themselves. 

8211. One witru'ss stated that kahaJa is signed by tVie dalol and it biutls the 
agricnltui'ist to sell at a certain price, but does not bind the oilier party, namely, 
tlje IniyeT ? — 1 do not thiidv so. 

8242. Af*out casli j»ayment, one wntness stated that very often the farnuirs do not 
get cash payiiient in the l>u.sy season, and they have to go to gin-owners. Have you 
h'card any complaints aVjoiit this in any part of your district ? — Here we [>ay in one or 
two hours after the cart is unloaded. 

8243. Are there facilities for finance for gin-owners in Ankleshwar ? — They all are 
inhabitants of Broach and those, people wht) are not re.siderits of Broach have to i;ome to 
liroach and take from the Imperial Bank. We send our money from hero to other 
places, and we send in notes ; we used to send even bags of cash Iiefore. 

8244. Is y'our season only for three months ? — The working days arc only 70 to 75, 

but generally three months. This year it will commence in the middle of danuary and 
will last till the middle of April. When there is much rain it lat/* and it fuids late.. 
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8246* For how many days do the gins run ? — About 70 or 75 working days* 

8240. You say in your statement : The ginning and pressing factories are handi- 

capja^d by many Government regulations. ” What are the regulations ? — We are 

governed by the h'actories Act, and wc cannot work for more than ten hours, and 

therefore, we suffer loss w^hcn there is a big crop and the season is l^tc. There are other 
restrict ions loo. They have introduced the- system of putting running numbers on bales, 
and we have to look after the markers, because these* mHrk(‘rs are not very careful in 
piittingthe correct nurnlx'rs, 

8247. Is not the system good for good and honest gin-owners We do it, but it ia 
rather very troublesome to us. 

8218. 4'he ipiestion of tinanee of cotton has to be considered from three points of view. 
4?he jfirst i.s finaneing the agrienltiuist at the (ujltivaiiou time, and later when the; cotton 
is ready. Sf'condlv, (insneing the middleman, if there is any datal or the merchant, and 
tldrdly, tinancing for tlu' Iniycrs here. There may be gin-owners and mt rehants. 
As regards financing the cultivators, you say that the whole system of tinarice is 
uusatisfactoiy. Do you indude all these three ? — No. Only the Hist. 

S24H. In tlie ease of the cultivator, sonu*tiineH for cultivation period he has to l>orrow 
from the mu'ctir at a higher rate of interest ; ia he not obliged to sell his cotton through 
the money-lender in that ease ? — 1 do not think they have to sell cotton; nowadays on 
aiicountof tin? Dekkhan Agricnlturists’ llelicf Act, the sdu'chth and other in on ej’- lenders 
have stopped advancing money to agiienltiirists. What- the soieear now' does is that 
he takes a .sale deed in ])]aee of a mortgage detMil and charges a high rate of interest. 

8251k Does the \ illage money-lender also ask for the crop to lx> sold through him? — 

1 do not think «o ; tiiere may be exet'plions. 

8251. Does the middleman or the get Hnanee from giii-owmers, if necessary ? — 

From gin-owners or Vug merchants. 

8252. Do the gin-owmers and hitr jnerohants get tinanci^ from the Imperial Bank ? — 
Yes, on the semirity of tVieir cotton ; but if th<‘V are not gin-owners, and if they bring 
cotton to our fairtories, they tal;e mostly from us. 

S258. Do the gin -owners or mereharits not get credit from t he Inijicrial Bank w ithout 
having to mortgage Ibcir cotton ?- Those who have good credit get advatuies on personal 
credit by giving .sureties. 

8254. Do the gin*owners find ditliculty in getting this credit ? — I do not think so. 
Many get money on credit, and I know many instances. Even in Jambusar some gin- 
owmers have received money from the Imperial Bank this w^ay. 

8255. As regards the agriculturists, many of them are heavily in debt. From your 
experience, have you any suggestions to make as to how' they may be relieved from these 
debte In iny opinions they tViemselves ougVit to be improved. When they get money, 
they build houses and they s{>end large sums of money in marriages, and when there is 
a small crop, t)^y have to borrow^ money at high rates. One of my merchants is 
a cultivator. He built a big bouse at Amod for Rb. 40,000, though already he bad 
a good house to live in. 

825H. Had he any previous debt ? — ; but now he i» in debt. 
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8257* t>o yt)H know anything about the land mortgage banks for relieving them from 
their past debts ? — There ought to bo something of a land mortgage bank. If they get 
long-term loans, it would be better. 

8258. Do you think that long-term capital for a bank like this can be rai.sed in 
Broach ?—l do not think so, because many of the poo4ile use their capital for their own 
trade. 

8259. Mr. Kamot : Cotton of tliis tlistrici worth about three to tive orore.s is dealt 
with mostly in villages, and very few^ people go to .lambusar and Broach Market^s. 
What would be the proportion in your opinion of cotton brought to the markf t places ? — 
When we say three to five crures, it ineludes Miagaum and other Buroda State villages 
'{w hicii art' included in Broach cotton area) ; it i.s not. only for tUv Broach district . 

In Broach alone the (‘otton would be worth alxnit two crores of 
ru{a'es ? — About tea to eleven millions. 

82t)l. Out of tliis, how much cotton is brouj.dit to .lambusar and Broach markets ? - 
I think, about twenty jK'r cent, 

.S2t»2. So, nearly eighty ju'r cent . of the eotton is sold in villag<’H without any I'egulated 
inarkel.s. (ieneralh' sjMciking, arc you satisfit'd with llncsi? marketing eotnliticms in 
villages, or are you against marketing of » of ton as contemplated by the ( V>ttou Markets 
Aft ? -Wt' have no ohjCMition. 

82b‘k Would you agree that it would bo a <M)nvenience both for buyiU’s and 

foj' sell(*rs ? -It may be for huytu’s, but t do not think it would bemdit the sidltTs, beoaiiso 

at present th<'y sidl their c otton at their own places, and they get bettor jwita .s. 

S2b4. if they bring the rnttori to re gular niarlo'ts, will the y not get ladder prices if 
there arc many buyers ? — I do not think that they w'oulci get better prices ; ]>erhaps th(\y 
/night get the same rates. At present thc'V are not- getting small ratc.s, and sometimes 
they are. gedting Idgher rates tlian the market raters. 

^2b5. You told ns that there are only four cu* live big gin owners. Although 
the cotton sold liere is so large in (jUfintity, how i,s it that th(' ginning business has gone 
into tlu'band.s of only four or live pc'ople ?- Some years ago there were two or three only. 

82t>t). Do you mean t hat the trade has inenciscd ? - \ es. 

82li7. Do you think four or tive gin-owners is a suiJi‘dent number for Ib'oaeli ? - \’cs. 

S2bS, T.s it a fact that some j><s>j»1e came to start girining facdories iu/re. and had t-o go 
away ? Yes, liec'ause they wanted to comiMdc* and, tlierefore, j>aid very e:vorl>itant 
prices, and therc^ w as lack <d’ management . 

8209. In the (‘ase of this kaha.la system, which may not b*‘ pie\'alcnt in Broaedi hut is 
prevahuit in other districts and under Avhich documents of contracts arc signed by one 
party only, do you think it is a good sy.stf'm to have one-sided contract signed ? — 
i do not know why the other party does not in.sist upon buyers signing the hribnln. 

8270. T/ic Chfiirman : Is this system prevailing only in Ankle.sliwor ? - 1 think it ia 
in Ankleshwar. 

8271. Mr. Kamat : Do you not think it i« unfair? — If it is so, it is unfair; but 
I have no knowledge of that south of Narmada^ w'hother buyers sign or not. 

8272. You told us that Mes.‘5r8. Italli Brothers have their agruits here, but the quantity 
they buy is rather small. Why have they given up Brciach ? — They have not giv^m up 
Breacii, but they buy here only 20 or 25 per cent. f>f their requirements. 
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827X I mean, why are they buying flmaU quae tilies ? — Hero Ralli Brathers and 
Volkart Brothers had a big staff and th<^y had more working exfienses, whereas other 
buyers had less expense, and they were buying and competing, and on oc-eount of )ies,*4 
expense they used fo sell cheap in Bombay. So now we send to Bombay, and they buy 
in Bombay. 

8274. 7%€ Cfiairman : Haa the deU^rioration of cotton in Broach any conricfTtion witli 
Kalli Brothers ami V'olkart Brothers not bu\’ina as much as limy userd to do befort^ ? — 
(Jertainly not, hi previouH years there was deslu. tapaa, which moans bettor staple but 
the lint, that m, the fKirocntage of ginned ootUui, is less arid the percentage of seeds raort'. 
While in 'joghari the jarreentage of tu>lton more and seeds less. 

8275. iUr. Kamni : W'hat is boiight here is cotton ginned by them with longer sta])!*^ 

and less lint ptHreentage ? — -\o. They flo not gin any kapm^ but they buy ginned cotton 
from local merehania and take average cjuality. When tlicrc is mom peicf'ntage of 
cottoj}, mercdianta would like to pay a liighcr rate Ix^cause \hf\ padtal w ill he chea[M r. 
So they commence from Itola and Miatraurii to sow (joghuri seed. 4’his wa:? introduced 
here also to a small extent. After time Ih.ey introduc'd gandi tjughitrl which is 

far better than goghuri swd in lint, hut this is the <'oncern of hipa^H irierchanls only. 

8270. Do you think that, this goghori is alvvavs a little shot t of staple t — Yes, but t he 
merehania here prefer to make padlal and so induce cultivators to sow goghari seed. 

8277. In other districts the system of ginning is slightly ditlerent from what obtains 
here, he., they do only ginning business and eharirc 5 or (i rujua^s for giTining cotton. 
They are not linaTiciers. T'hey do not do buBiness in gitmii^g as well as in buying cotton. 
But here the system varies, he., the gin-owners are at^o tinaneiers and also gin cotton ?- 
We are pleased to get such type of people who will eonu' to our place and bring thtur 
(jotton U} gin. We are so unfoi't.iinate that we have very few merchants like that,. Th('rt'- 
foro w'e are obliged to buy on our own account. It is not IrKMie.fieial to the Lrinniiig factory 
•owners. We have to run risk. We have t(» buy hapas from distrif'ts or villages, wc; 
have to gin it and sell it, and if we eamtot .sell it we arc ohligf'tl to send it to lb)mbay. 
Hert^ why w^e advance money is In'cause we want to induce them to bring kapnfi from 
villagcH and from the distrii ts to our faetoric.s. 

8278. Df^es not 80 per cent, of the e<>tton in the district pass througl; the humls of 
a few' gin-ow ju^rs ? - No. I'here are also many merehants in damiaisar w ho l>uy cotton 
and also in Amod, apart from the giu-owncr.s. We do advance tmlti valors to etu ourago 
them to bring cotton to our {act>(:)ry. 

8279. .1 ask you, is this a sound .system from the point of view of the cultivator ? 
It might good for th(^ factory owners, hut a largi* nuinlHU* of cultiv.itors have to be 
in the hands of a few^ gin-owners ?— There arc 45 giiiR and not only half a dozen or a dozen 
gins as you think. Thost' wdio have given you this information that cotton is passing 
through a very few gin-owners an^ absolutely wrong and it is a delibt'rate lie. 

8280. About the Imperial Bank do you think that it is doing good work in 
tinaneing ?■ — YTis. 

8281. Is thcr^ no complaint from merchants ? — No. 

8282. Would people prefer to deal with the shroffii in addition to the banks or the 
brancheB of the Imperial Bank 1 — They would prefer them if it is convenient for them 
to deal. 
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8283. Between the shroff if and the branches of the Iniporiai Bank what would be 
the preference on the part of merchants ? — If ttiere are hi^ shroffs^ they would also Iw 
preferable, but they must have a big amount behind them. 

8281. So on the whole w ould you be in favt>ur of opening more branches of the Imperial 
Bank in places like Jarabusar and Ainod ? — They will lx? only seasonal othorwiso during 
the off season they will not do any business even to Ihe extent of Rs. 50() 
to Hs. 

82Sd, ProfcsM)r Kolc : (^an they open branches for the season and withdraw^ 
them ? — Yes. 

828f). You said that currency notes are being sent to villages instead of rupees. Is 
this practice growing now’ ? ---Yes, the cultivators do accept them. 

8287. Do th('y find no dihiculty in erutashing these rjotes in villagf^s ? — No. They 
exchange amongst themselves. 'I’hey do not acc ept big notes. VVe generally give them 
ten-rupee and live-rupee notes. Jf there i.s a thousand-rupee note, we have to get it 
into smaller denominations. 

8288. You said that you advanced money to eidtivators. Have you (vver experi- 

eneed any dihieulty in recovering the same ? Ms-ny a tiim* 1 havi^ ♦'xjjerieruual diflieultie.s. 

1 \ised to advarme higger an\oiints in tny father's time, bid nmv 1 am not udvani'ing such 
big amounts. \\'e only ndvaTU’c them to k(‘ep aceouirts w ith tln'm. 

8280. Do you fe<'l now any ddlieulty in recovering yonr amounts from year to year ? — 
\\ ith those tew |aek(‘d u’g cultivators to w'hom wa* *0011 we do not find miieli ditliculty 
in recovering our nnuMints, but we have to remain on their m(;r<‘v and we cannot go to 
eourt.s. 1 can give you an instarice. 1 lent to a big (.‘iiltivat or a huge sum. He did 
m.u return it to me. 1 settler! my debt with him at 00 {kt cent., and asking him to well 
projsTty to ni(‘, 1 promised that 1 would ri'turn back liis property as soon as he 
gave me tiie iM) pet cent, which w'as in full settlement. 

S21K). Mr. Karnaf : Did you get that (i(» per cent, in one lump-sum rather than by 
instalments ? No, he has not }»aid me vet. 

8291. Frofissor Kah ; You sai<l that you purchase < otton in villages through your 
brokers b- Yes. 

82t>2. You also said that a cultivator gets exactly the amount of the value of the 
cotton that he sella ? — Yes. 

8293. But is it not possible that the broker may Iw eominittirig some miseh’ef there ? 
He may be taking something for hiriiBelf. Han you snjK'.rvise each and every’ purchase 
in the village ?— He may be doing mi.schicf, but if he w ants to keep something for him he 
will miss his brokerage. On the contrary, brokciB amongst themselves create competition 
and w bile doing so they sacrifice something from their pockets. 

8294. With regard to shroffs you say that there is a prejudice against them and that 
they do not go to the Imi>erial Bank ? — ^No, 1 do not say that. 

8295. You say that they have lost tbcar business ? — Y’es. 

S296. But, is it merely a prejudice and can anything be done to overcome this 
prejudice ? — In Bombay we can raise money on our goods. 

8297. But why should not the same thing be done here ? — Tt is the old BVatem. 

I will explain to you one example. Some five or seven years before there were very few 
insolvents here and now’ it hap gone eight or ten times that number lx*eause at that time 



liioy f«lt that f/O become iriHolvfuit was a btwl thing. Now for anything they go to eonrtB 
and become insolvent. It is so easy now to become insolvent. 

8298. Thf Chnirmun : I have the figures with me. In 1924 the in.solvents here 
were 18 ; in 1925 there were 22 ; in 1920 there were 17 ; in 1027 there wt^re 38 and in this 
year there arc 20. Many of them are pending. Theni is one big feat ure w^orth noticing, 
tiz., that aithougb there were .38 apj)Iications in 1927 many of them were rejected ?— 
1 can explain to yon this question. One Mahomedau owt'^] me a sum of Ji.s. and he 
went for insolvency. Ai\other credit.or came and told me that 1 sl»ould accept Kbs 100 
and withdraw. 1 did so, otiierwise if the man went to insolvency ( ourt, he would 
lose everything. 

8299. In several cases the applications an* made by the crediU>r.H a»Hl not by Mie 
debtor ? — Ves. 

8300. In cases wdu'rc there is a large number of creditors it is easier for the debtor to 
-become insolvent ? — Yes. 

8301. From the figures I quoted it would ae«‘m that it is not as easy now to lanjorne an 
insolvent as it was 4 or 5 years ago ? — It is v(uy easy now to become an insolvent. 

8392. I say that many ap})li(cations have l>ecn <liamis8ed Might be. 

8303. Now they an*, stn'eter ? — Yes. 

8304. If tlic Act is workud like this, it shoiihl be bett(‘r for the credit of th * 
xnerehants ? — Yes. 

8305. Mr, F. L, Mthla : At prc‘sent there arc some gin-owners or merchiuits who 
-require money at Amod or flambusai or at other centres and the ImtKTial bank undertakes 
to finance them. Will they keep a loan clerk there or will tlu'v 8<*nd sonu'body from 
liroaeh to take charge of the coods. What is the |)raet i(a' here ? -I’he foTiner. 

8306. So it is not like other yjiaces wdnu'e the clerk w^oukl go from Br oaeli to .lambusar 
or Amod, but he is stationetl there ? — Yes. 

8307. In some places we are given to urulerstand tliat he is sent to the le-ancli head- 
quarters or to up-country places ? -3‘lie superior iuithority goes to see w hetlnr the i;otton 

'gathered is there. 

8308. Then about the Imperial Bank you said the^t it would he a good idea to start 
branches during the season. ln.<Jtead of opening branches w ith all their para]>luvrnalia, 
if they appoint some local shroffs, wdll not the pur|K>se be servt'd ? — 'riu*re an* no ,^hrojft< 
ill Amod and in Falej. In Jambu.sar there an'* very small fihroffs, but then it is possible 
to do so provided the shroff , h have some credit. At least the Bank must take 20 or 25 
thousand rujxa^s. In dambusar the requirements may 1)0 one lakh or one and a half 
iakhs of ruj^ees as two or three big factory owmers work witli their own money. 

8309. But if a gmxd party can be found and if he can undertake to do this w ork, do 
you not think that it woxild be convenient to all ilie merchants in general ? — Yes, 

8310. Y"ou said that you have to send money in currency notes with your clerks by 
railway or by motor ( ars to various centres ? — Yt?s. 

8311. Have you not inatle any arrangements with the treasury by which you pay 
the money into the treasury here and the treasury gives y()u a draft which you send to 
your man to cash it there ? — I do not think that it has so much fimds there. 

8312. We have been given to understand that the linn in Bombay like Kalli Brothers 
have made S):>ecial arrangements through the Deputy ( -ont roller of Cun-ctwy in Bombay 
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and thfciir drafts are cashed in diderent- treasury centres in the districts. Have you not 
tried this method ? — No. 

8313. Do you think that if this facility is available it would bo a convenvenco 
to you It will be a convenience. It is not inconvenient now for us to serid money 
from these pbiees and we havct our own adice Ikuh;. Seth Lalji Hamji A: Co. have their 
factories in Jambiisar and they send a man here and give a hvndi. 

8314. Svi]'pose this hundi is given to the treasury, w’uuld it not be advantageous to 
you ?-~df the trcasin-y givcH the full aunuint of tlie hundi^ it will really be convenienl 
for t]s. 

8310. Yon sar that then* is no need for general warehouHes lu'cause tbe gin-owners 
have iU'CommodaU'd their goods ? » W(' do ace.onunodaUHjheir good?, but our season 
commerK es ifi February and ends in May and if they v\.int to keep t heir goods in monsoon 
tht v can do so after ginning and pressing pro<*esst‘s are ova r. In season also they can 
bring kapns to any factory and kce|> il. there. Almost all the budory owiU'rs advance 
money. 

S3in. I? the cotton stored in a faetory on condition that 1h(‘ same factory slumld 
gin it ? Yes. 

8317, Is it the practice here to kia*}) unginned cotton in stock ? No. 

8318. And the sales are allot ginned cotton ?--Vcs. 'Fhos<‘ w[)<)do not want to 
Sell tlavii kapd-i and who want to iuH'jt il, f(»r a. nuudh or tavo bring it to gins and keep it 
in the eotriptnind. We advaiua* ot) t(» IMl p< i* <‘ent. of its value. If he (iocs not want more 
money, less money is given hinn Fonu^ pei»ple In-ing and kcej) tlie kapas in* 
t.lu‘ eonrpound and they do not take any money. 

S3 13. 77m Chairman : Do you do any .strd (list ribi ion bvisineas ? Do you distrihuW 

col toll seed amongst the cultivators ? - Yes. Wc are distributing seed to those who aio 
bringing i otton to our compound and wc are selling it through our brokers. 

(3'he witm^ss withdnwv.) 

Mr. CHHOTALAL GHELABHAl GANDHI, of the Ankleshwar 
Taluka Khedut Mandal, Ankieshwar. 

{Summary of lieplies to the Queslionnaire in (lujarati,) 

1. (o) The agrici'lturist gttsk.nn faeilitits in tl e sha j c oldorcc/ri f(jr purebtue of 
aceds and l>ulIocks if lie is a landlord to senu' ('xtt nt. 

(6) An agriculturist gets loan to some extent from the co-operativf* Eocicty if it be in 
hi.s village but mostly from sowcars on interest. A .farmer has to lake a loan to pay off 
the debt and other cxpeuisesof his .servant. 'Jdic farmer lends this mcn(*y to his servant. 

2. A fariiK^r is able to spend v(^ry little for jHirinaiient imjirovt merit of his iaiwl or 
cultivation. 

3. They borrow money in a w'ay most injurious to them to pay land revenue wh(;n tha 
monsoon fails. 

4. Tlie reasons for and sources of borrowing money are an under : — 

(1) To purchase bullocks, need, clothers, spices for themseh/es and servants 

against payment at the lime when the seasonal crop is ready. He pays ink rest from 



20 to 50 |>er cent, by way of giving more rates to the Pathan, Sindhi shopkeeper 
or non-agriculturist. 

(2) A big landlord has to pay from 12 to 18 per cent, on personal security. 

(3) About 9 to 15 per cent, is to be given on the security of ornamentB, etc. 

(4) The imraoveable proj>erty is mortgaged by a sale deed and a farmer has to incur 
double exjxmditure for reconveyance*. The interest is entered as rent of the property ; 
and the farmer has to bear more burden due to the expt nses of interest and 
reconveyance. 

(5) At times the farmers get money from the eommeneement of the monsoon or at 
the time of the lx?ginning of the ripening of the crop for which they have either to pay 
exorbitant rate of interest or one and a half times the crop. 

(0) Due to the system of money-dealings between the farmers and their servants a 
farmer has either to suffer heavily or pay very high inteust. 

(7) Wherever there are eo-operativo societiis no iaccavi is given. If thcie is 
shortage (d provision no tmeavi is given. With great difficulty, very little amount 
of tacaivi is obtained for the pundiase of bullocks. 

(8) Village societies lend mont‘y atlijto 10^^ jM‘r cent., while iliese societies 
get it at 7 per cent, from tiie distrust bank. A sowcar dejxfsits in thf* distri< t hank at 
4J per cent., but tne same eowcar does not lend n'oney to a fainier on lesser 
rate of interest. 

5, The defects of the present system and its reasons togetiu r with remedies are as 
follows : — 

(1) It is very ditlicult and wasting of time in getting moiiey from the <o-operatiA e 
aooietics and then too it is not to be had in time, because the Je an application of a 
farmer has to go through the secretary of the society, supervising union, its inspector, 
district bank committee, its ebairmun, inspector and organisers and even then the 
report is returned if there is any mistake. Such intricate system is injurious 
to a farmer. Moreover, in this process the secrecy of the loan is not kejg up and the 
farmer loses his credit. Under these circumstances a farmer gets a Joan from a sowcar. 
Moreover, the district bank spends IilK>raIIy in paying to servants and allowances, etc., 
to the members. It advances at 7 per cent, to the society, but enforces the sneiety to 
pay contribution to the 8uj)ervi6ing Union and the Institute and, tlieiefore, the members 
of the society also have to Iw ar juoportiormte higher rate of interest and there icninins 
a very small reserve fund. 

Kkmedy. — T he banks should be opened at the talvla towns w'hich must give loans in 
time and by easy methods followed by sourara. In such banks the con)mittec should he 
Formed of the representatives of shareholders and village soc ieties. '1 he lults should le 
so framed that only such persons bo elected who can understand their responsibility. 
The member of the taluka does not require any allowance to go to the taluka town. There 
will be no necessity of the supervising union. Cosmos co-operative society can thus 
manage their affairs in the best way like that of Poona and can give loans to fanners 
on a very low rate of interest. 

(2) Ignorance of keeping accounts and in agricultural improvements comes in the way 
of the prosperity of a farmer. 

RBMEny,— {1) Books on the improvement of agriculture, banking system and accounts 
should be published in vernacular, (2) To educate adult farmers and specially the 

Mr* ChhotcUal Ghelabhai Gandhi, 
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member of the society through the teachers of scht>ol» by paying extra remuneration tb 
the teachers. It should also 1x3 advertised that such farmers who can keep accounts 
will be given facilities in interest, etc. (3) To introdut e vernacular schools in districts 
to educate in local language in lUt? course of B.Coni. or 0. 1\ A. (4) 8ome lessons should 
be introduced in upper clashes for primary knowledge. 

(3) Many respectable farmers are pix*veiit€Hl from taking advantage of the village 
societies owing to their much indebtedness ami joint responsibilities, h'eme good 
people deposit their money in these societies wliieh tlu^y ari‘ unable to get back and 
thus innocent persons have to suffer ft>r the fnult of others. 

Remf.dy, — The societioa should be formed on joint stock system instead of joint 
responsibility system. The i)i*esent societies wiiiehare heavily indebted due to .wveral 
natural calamities such as tlcods, frcsl, ct<‘., shouhl be n>Jievt*d by arranging for 
payment by instalments and should also Lk^ Inx'd fioni heavy inUuest charged 
as |>eualty. 

(4) The agriculturists a!*e becoming sjiendth rifts ; they become i<lle for want of 
work. The crop is destroye^l by lloods, frost or locusts. They incur heavy los.ses in 
agriculture and lose their land on aecoinit of the present revenue system, pay more 
asBossnicnt and become Kuiauf s-at-wiJl, I’ndtT these circiiiUHtances they cannot 
improve their lands and it is (pule imjjossiblc to <-arry on pennamnt imfuovemcnts, 

JIkmkdy. — T he farmers should lx* taught (o be less expf'usive by ox]K‘rieru*o(l men. 
They should Ix' stopjRd from idling by introducing home industries. Law' shotild be 
promiilgatcciUthat an agricidtural laial shouhJ not he •. llovt fl tf) l)e sold to those who do 
not thcmsches cultivate laiul. 3'he laind llcvcnue Code should Ih^ amcnd(‘d in 

the interest of the fainicrs. (''anals should Iw^ dug out from big riv(‘rs tlirough 

♦ 

co-operative societies with th.e (Jove rnnu nt la Ip. 

(5) Habits of drinking ninkc a farnuu' pnor. 

Remedy. — The liquor slu [>s and toddy booths should be prevented ; and t hen* should 
l>c a byo-Iaw in the society tl'.at a mendjcr with tiic habit f)f drinking, .if lie did not leave 
off drinking within a prescribed period, will be disalloAud to continue as a njcmbc'rof 
the society. 

(G) The poverty and iiidcbtedne8.si amongst agricultural JaU^ur inerea.'-cH due 
to drinking hal)it!s. The servant’s debt i.s to be paid in advance by the masb'r which 
is nev(‘r returned and the rebitrons of the empioytu- and the* employed are straiiuxl. 

To remedy this labour as.sueial ions of .sueli labourer.s who w'ould neff drink sljoidd Itc 
formed. The farmers should Ik* relieved of d<*bt. The jriinimum wages ( f labourer.'^ rhoJild 
be fixed. The labuur«'r ^ houJd \v«/rk for full one ycuir and be shuukl be furninhed wilh 
Ids aceoiiiit. 

(7) Justice is very dear and sowcars therefore do not give loans. 

Remkdy.-TIic rate of stamp, eourt-fetr, pleaders’ fees should be reduced. Arbitration 
system and the system follow'cd in Denmark and Switzcrlaiul should b<j introduced. 
Village panchaijais .should bo empowered to hear sviits up t-o lU. KK). If such 
laws enacted, the credit of an agriculturist will improve ; Mju'mra will h*ud«money 
on lowi^r rat4> of interest and the farmers will 1 x 3 jirofited if ju,Htice is cheapened. 

Aiikiesbw'ar might require o lakhs to 7A lakhs of capital. 

The Imjwriai Rank euforces interest on money lent on gold and ornaments, etc., 
every month w hich i.s not suitable tc» farmers. They can pay every year when the crop 
is ready. 

MO V 83 -43 



The chief produote of Ankleshwar are cotton, juar^ wheat and lang. The farmers 
do not experience any difficulties in selling their produce of ian^, wheat, jaar as there 
are many grain merchants in towns. But they suffer heavy losses due to the 8|.>eculativo 
tendency of merchants and other reasons such as overstocking, etc. The farmers having 
no other place to warehouse their stock in a city, have to sell their articles at any price. 
Cotton sale societies are therefore necessary. But, such societies being detrimental to 
the gin-owners, they use their influence atrainst them. Hansot eotUin sale soeiety under 
the guidance of Mr. .J. K. doslu, B.A., works well as it is away from gin statioii. 
In spite of this thej^ have to suffer certain difficulties, which he has descrilsxl 
in his evidence ; the proprietors of gins had tried in the following way to split 
up the societies of Diva and Kosamdi which wcu'c .Hituati; near the gin factories : 

(1) Offering higher rates in the Iw^giikning to the members of the society. 

(2) Ginning the socifff ics’ cotton late if the honest members would bring the best 

cotton for the 8ocicti(\H. 

{.‘1) Would keep higher rates for ginning and pressing. 

(4) Troubling the inemlKus after the aoeieties’ work Ih> over. 

(5) Would supply Ooijhnri seed for sowing at eertain places and jmn^base* at higher 

rate to mix it with good cotton. 

(0) Frighterdiig the members by cr(>ating misunderstanding about the quality and 

output. 

On accjount of tlic above-mentioned reasons two sncictif's have (H'asf^d to exist. 

There; should be legislation that the transaedion should Iw made afUu' 8i‘cing the 
cotton ; if not, the farmer should be paid the same rat-e as ayrctMl upon. 

There should bo societies to |)urchase iht^ agricultural products from the? farmers when 
the merchants do not purchase the same through the licetised woiki'rs according to the 
rat<^ fixed by the joint union of rnerchauta and farmers. The place for marketing grain 
should bo the talukn town. 

The weight given by this society should be acceptod. 

The license should be issiual by this association with a license fee. 

The association should be maintained fri>m the proceeds of the license fee, wtughiug 
fee and Government aid. 

State hv‘lp sliould be given to the eotton sale wx'ieties. 

Eighty per cent, of the price shouhl l)o given to the farn\er through banks on condition 
that the cotton should insured. 

The cxchairge should be fixed at I.**. 4/i, as otherwise agriculturists have to suffer. 

The rate of Island land is Hs. 400 ptw acre. 

Land without sand in the Island fetches Bs. 300 jwr acre. 

Black soil fetches Ks. 250 pru' acre. 

Land in salt water villages fetches Rs. 150 per aert). 

White soil witli muriim ^etches Hs. 125 per acre. 

The farmers are displeam^d on account of their land Iwiug auctioned for non-payment 
of assessment and the land does not fetch bt='tter prices on account of party spirit and 
fetches only half to three-fourt hs of <1 he price, 

Mr* Choialal Ohelabhai Gandhi. 
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If the creditor himself purchases it fetches somewhat good price; but if the 
sale is private it fetches a better price than that obtained by the above-mentioned 
new methods. 

The farmers have lost faith in the land mortgage bank as they have purchased shares 
long since and paid prop<)rtionate expenses with no rt^sult. 

The farmers sho\dd Iw allowed to have the grain of the season in which the amount 
is borrowed thus enabling them to store food for theitiBclvcK in the next year. 

Oral arrang(‘nient of sales should Ix' accepted. 

Only a portion of tht5 land should Ik’i sold if the instalment of the bank is 
not paid. 

The Imperial liank slioidd advatu’e to tlie nioTtgagc bank at a lower rate of interest 
so long as Govemmoiit does not amalgamate ih(^ treasury with the ialuka banks. 

According to the statistics available, Ankleshwar talvka has a debt of 
Kfl. 71,00,000. 

The Dokkhan Agriculturists’ ll(Hlief Act should not bo repealed, but certain inodilications 
advantageous both to farmers and ci‘<‘ditor8 sliould be inserted. The village 
panrhrif/at sliould be empowered to di.s|)ose of suits up to Rs. 100 ; and as the time goes *' 
on t he jiower should be cmhanced acconlieg to llu' ability of the panchnt/al W'hieh will 
rtaluce the cost of tlie court ex|)onse8. 

Oral Evidence. 

{Sumnuiri/ of Oral Evidiucd in Gujarati.) 

I am a representative of tlie Ankh'shwar Tuluka Khedut Mandal. The Association 
has lanm in existence for the last 12 years. There is a siaTctary in every village, and 
there is one general secretary for a group of eight or ten villages, and there is an execuiivo 
committee of the secretaries of (ught or ten groups. 

We have been trying to t-<*ach the eiamomie habita to the peofile, and llie effect is 
that they have been wasting less money in drinking and marriage expenses. 

1 am not in favour of giving more financial facilities to agrucult iirists as tlu^y would 
be mon^ and more indtdited by borrowing large sums. iSoinetimes sorueties are mis- 
managed, ami therefore, members do not get sutficierit amount of finance napiired. 
(Generally the memlwrs of HOcietit‘8 are very poor as rich men do not join so(;if‘ties ou 
account of unlimited liability of .societies. I think the societies should have limited 
liability so that good memlKsra can join. 

There are not many pathans in my iaJuka^ and the pathans do not j^aierally go to 
courts. 

Finance is required for land improvement, and people should ire educated to carry 
out land improvement such as well irrigation. IVmr agriculturists would carry out 
small land improvement, but they cannot do anything without money, Peopile are 
«lso ignorant and illiterate, and propaganda work is necessary in their cases. 


(The witness withdrew.) 
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Mr. PADAMJI K. ILLAVA of llav. 

Replies to the Questionnaire. 

The agriciilt unfits draw money from various sources to meet ilieir e.vi>cn8<^s — cunefjw 
or for permanent improvements or special needs. 

They first turn to their HOwCar>i, who may be near them as their next door neighbourtJ 
or at some distance in taluka town. They find that their sovrar is a never-f ailing streana 
and more aceoniniodating and advanecs loan on the s^jenrity of lands, oruiimentK, stand- 
ing crops, livestcurk and even on agricultural produce. Tiic mu car is known to him, and 
in a nmjority of ea.scH, his dealings with the mu'caff'. family arc carried on from father to 
son. The intercHt charged by the sourar w anything bt tween per (Mmt. to 15 per cent. 
In many castes the fawcar pro v ides his daily needs, his (dothing, etc. Some uf t hese /kywr,ars 
have lands in villages; in that case they are absentee lao^ilords, wlio visit villages during 
the season tinrwi to recover their land ilues, intercHt and other outstandings. These 
indigenous money-lenders play a very iuiportant part in the life of the agi icnlturist, 
even where he has a co*o|)erMtive credit soc iety in his midst^ diu'st; Moci<iit‘» proyide 
credit fiicilitics to a fixed maximum and that t^oo at certain times of the year, and not 
without unnecessarily long delay owing to certain formalities that have to lx* gone 
through. Tlicse delays and f(>rmalitics drive the unlettered, ignorant and needy tillers 
of the soil into the harids of move accomii.odatiivg and prompt sou cur inspitc of hi» 
alleged harshness and greed. 

The Co-operative Movi numt is a plant of ff ccnt and verj^ sbvw growth ami has not 
Itecome popular for various reasons, 'ko cd>t}iin loan fr<tm a co-operati va; otedii sociott^ 
a member roust make an applit ation, .state the amount, not abov(' the tixed maximiiirif 
the purposes for whiidi it is rccjuircd and find sureties. After all these formalities have 
been eompliisl with, riw loan is not forthcoming. The district bank tukes its time and 
a long time btdore it pays out. Very often he has to go to the distrii^ bank; this means 
expeiiBcs, which he is unable to meet w ithemt tnaving recourse to borrowing. Majority 
of them have no cash in hand and they lu't'd ready cash for their various needs from 
the bf'ginning of working season nj» to the time the crops arc ready. To make these 
Bocietios more popular ami more serviceable these cumbrousjvroccsRCs novy 1 k' cliininatod. 
Another reason why the Co-opcnitiv(‘ Movement has not progressed is that the educated 
and well-to-do classes in tlie villages have ke))t aloof from the Movement. At j^resent 
the members are mostly illiterate, iaeking in bnsiiK'ss c'a))ueity and without th<; pro[)er 
knowledge of co-oiH'rativc principles. Kven the memlicrs of the eoinmitttH'i are un- 
trained and unsuitable to pn'rform responsible duties of tlieir olliee. TUcsk' societicR 
are mere Joan givers. The meswtge of Oc operation is botli educational and moral. 
Its aim must not be short of wholesale rural reconstnietion. The ediieative propaganda 
must permeat4> the farthest nooks and emuf'rs. That cannot lie achieved unless selflesn 
men of edutwition and stibslance are mobilised in its service. 

Another reason is the rate of interest ehargi d, which with extra charges incurred 
by the applicant comes to 10 to 12 per cent. That is not tempting enougli for a 
(Ujltivator to transfer Ins alTcetion from bis sowcar to the co-operative credit society. 
Besides there is that general inward, unvoiced feeling amongst them that the manage- 
ment of the societyls not above board and that they do not got their diu^. Co-ojierativ© 
linance has not even touched the fringe of the agriculturists’ demand, and is not likely to 
make headway until the uplift of the countless villagcB in their material and moral 
side is hot achieved. 


i/r. radamji K. lllaviu 
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Imfirovidetioe, litigation and debt arc the evils from which the cuHivator snlTera. lids 
ifl mainly due to their ignorance. To remove it is the sine qua non of his deliverance, 
A scheme of general adult education is the first step towards thi.s end. Of the three evils 
debt is the most crushing and it cripples him and all his activities, it is a calamity that 
clouds his very existence, and extinguishes all his spirit and enthusiasm for improving 
bis lot. Any one who is interested in the eo-opcrativ<‘ finance as a solvent of agricultural 
indelfiedness, must have noticed that it has failed to help the iiKielK(.'d peasantry and 
will not, so long as it functions as at present. To conipaBS that aim and object, 
debt redemption must lx; tlie primary purjK>se of all ro-oi>eiatoT.s. and one remedy above 
all oth(‘rs that is naturally thought of is a scheme of long-term loan at a very low' rate 
of interest, as low as can be secured ; ehe.ap finance on easy system of instalments, spread 
over 20 to 30 years, is the desideratum. 

Fortunately one such institution, the land mortgage bank has been started in this 
district, and has commeneed its mission of mercy among.st the debt-ridden peasants, and 
let us hope it will in time achieve its pur|M>s*‘- and bring peace and prosperity to liim who 
sorely needs it, and bring in its w'ake higher standard of life, broad vision and outlook. 
The rpie.stioii of long-term and clu^aj) credit has (a)me to be regarded as the best and the 
easiest way of bringing salvation t^j the va.st agricultural p(>pulatioii. It requires no 
fuitlu'r emphasis from me. 

A note of warning may he sounded. The same set of cauwes, which have 
marred the working of short-term agricultviral finance, may clog the wheels of Carriage 
(>f U>tig-term finance. 'I’Uese should be avoided. Tli<jse legal formalities, unnecessary 
delays, avoidal)!o expenses, etc., should bo given a wiile berth. The loan shoiihl be as 
expeditiously granted as is consist mit with safety and aicurity. Uncalled fof 
and vexatious objections should not be rais<al. If this is k‘q>t in mind, 1 feel <H*rtaiu 
tliat in it we shall have an instrument of immense good. It will ameliorate the ooiidition 
of the cultivators and conseo\iently of tiie country at large. 

Thcfic mortgage banks should have been started long ago. By now' we should have 
fcceii the fruition of the scheme. 

The Government plays an insignificant part in agricultural finance. The Taccavi 
Loans Act and Improvemiuit Loans Act are not availed of. They are 
Burrounded by red-tapism. Kven the sitspcnsion and remission rules are so rigid in 
their .ipplieation that the desired relief d<K>H not reacdi the cuHivator in time. 

The last but not the least class of ne(e.wmrar, the prototype of i’athana, has aprung up 
after the enforcement of the Dekkhan Agriculturists' ilelief Act, w Inch has ho dcunoralised 
the cultivator that h<^ always evades bis obligations to the tiawcar. A cultivator who was 
considered absolutely huncst and truthful became a l)yword for tji.shonesty and untrulh- 
fulnf>ss. Thd sowcar shunned him and naturally stopped dealing W'ith him, and if he at 
all continued his money-lending businesf:, he imposed his ow’n conditions which w-cro far 
more oppressivti than they were before. The (•ultivator has lost Ins credit with the 
oM s mear. So he had to seek fresh sources. Hence the birth of the ntjo-mwear. Ho 
is as ruthless as Pathan in hie modus operandi, and his rate of interest is from 25 per 
cent, to 50 per cent, and even more. 

I believe if the rnortgugo banks are established in every district, these undesirable 
featurcH of money-lending will be eliminated gradually, and the fX)or cultivators will 
come to their own. 



Oral Evidenbe. 


S320. Tht Chairman : Mr, Illava, you arv, a landholder ? — Yes, In Ankleshwar 
1 have »ome lands in 8urat district niao. 

8821. I>o you do any otlier biisineHs ?■ — No. 

8822. Do you cultivate your own land ? — No : I lease it out. 

8328. Do you huanre yonr tenants ? — I have at times do. My father used to do it' 
but 1 have (‘urtuiled it aince my father's death. 

8324, Have you any idea aa to how mu<’h cagli is rofiuired by a cultivator for cultivat- 
ing one acre of cotton land ? — A cultivator, who works on Ins own land with his family, 
would hardly rtajuirc ton rupees per acre for cotton, and for other crops, he would 
require much loss, because cotton ro(iuiro8 periodical weedings and picking. 

8325. Do the cultivators in your part of the district require money for cultivation, 
or do they sptmd from their own savings ? - -They would rtH^uire some money, a majority 
of them would. There are a ftwv exeeptions to the rule. 

832(h Do the Howcan^ advan<‘e them money ? --Ves, the sowcarn w'ill give after the 
rains but not before. If the rains arc not successful, tliey will not advance, as it was the 
ease this yeci'. 

8327, What do the cultivators do in that case? — They somehow manage, say, by 
Jiawning whut little ornainentH they have. Some big agriculturists lend them. Now 
the mxvmra have stop|M)d their dealings to a large extent. 

8328. .Do the village money -Icnde-rs not finance ? — riiere are very few nioney-lendeia 
in villages. Tlie nml 8imn'arf‘ an.' in talula tow ns. 

8829. Do they not tiimnce the euUivators now' ? — Now new* s/)H'cars liavt' sprung up.’ 
They are of the Palhan type ; they are Mahomedans from Hansot. They are Idood- 
euekers. 

8330. Do the good wwcars still exist ? — They do, and they are not so harsh and greedy 
ns they are made out to be, 

8381. Are they made out to be so because they are mixed up with n wv sowr irn '{ — Yes, 
VK'eause some are in loiigut\ These Mahonn'dans were worthless, and they liad hiiidly 
few> coins with tliern, but they persuaded a few Hindu sowcar.-^ and tried to get^ some money 
out of th(‘m. If a landless eulUvator wants moiiev, the Mihomedan alone would give 
but not th(r good sowcar, 

8832. Can a man who has lainl and ertdit borrow' from tlu' son'car ? — lie will go to the 
wu’cur provided he ha« dealings with him. 

8333. Although some eultivators have turned out dishonest, are not most of them 
honest ? — Unfortunately I find that the good class of eultivators is fast disappearing. 

8334. What do the skrojj’m or the sowcar do ? — They know how' to deal with them 
after the Dekkhan Agiieulturists’ Ivolief Act came in force. In the first pla<‘e they take 
sale deeds in ]fiace of mortgage d<’^>ds, and secondly, the deed is executed for a larger 
amount than whaUs actually advanced. If they advance Ra. 200, they will write Rs. 300 
in the deed. 

8335. Would they recover only Rs. 200 7 — The good aotvears would do that, but not 
thes<‘ Mohamedans^, w'hose trade is usury. 
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8336, If the Dekkhan Agriculturists' Relief Act were modihed. do yon think it would 
b© possible to revive the old relations of the mwrnrs with the agriculturists ? — ^Yos, 
I IkIicvc the old relations would be r«-es(abiished. 

8337, And tliey will be able to a<ivanee at easier rates of interest ? — Yes. 

8338, Do y^ui think that if that were done, tlie old system would lx* ti)e iK'st ? — Yea, 
the old sowcur^' charge from 9 to 15 per cent, and a malority of them charge 1) to 12 per 
cent. 1 have been the (Chairman of the. eo-ojX'ra.tivc societies for the last st*von years, 
and from my e.^jx^iience, I can say tiiat tlx* right type of .soarur i.s better than the co-opera- 
tive st)ei(‘ty. 

833'b What are the drawbacks t)f the co-operative system ? — Tiie system is not tdastic. 

S3Ub What ahtmt the interest charges ? — I think the eoa>perMlive socioiies do not 
charge h'ss thiiii ]K'r (xmt. and in the majority of case.s, they (charge 12;V per cent. 

8341. How docs that hapjK*n ? — ivlow there are group se'e rotaries, but formerly, 
seendarh^s used to charge more. My father was a memiHU* of tlu' (.a)-opcrative .society. 
WhfMi the old (diairinan of the society died, I was appointed tlu^ Chairman. As a rule, 
the seerelarv is paid om* per cctu, of the profit. But then, when f took charge of the 
society, I foujui that over and above th</ fixed u igc.s, he used to lc\y frrmi (*acdi borrowing 
nicnihcr Rc. I fi)r Ks. 1(K1 advanced for hirns<df and eight ani\a.s for ('very 100 riipccH 
was j'hjirgc'd for s»*}Kty,s working uiuh'r him. Afid at tin' time of l>aying interoBt on 
d(’y>osits, they used to j>ay in rufiees, and k<‘ct> the odd annas and pies f(tr themselves. 
Taking all these charges into eon.sidcratiori, the int( rest works out to 12.J per cent. 
During the last (ive years, I bav<' enquired into the iinitter, and tiie pracdicc havS now been 
stopjxal. 

8342. You say that the Co-operative Movement would im])rove if edu<^at('d and 
vell-tc»-do rncnibers would join. Do not public .spirited ntf'n join now ? - People must 
be c dvK ated and organised, then only the (’(^-operative .Movcnu'nt will have, some scope 
of ameliorating the condition of agriculturists. 

8343- One of the peunts you mak<' out in your note is that it is absolutely essential 
to redeem aLO-ieuiturists from their old debts. Sup{)Osing you rediaun tluun from their 

debts to-morrow, do you tiiink that they would not go ir»to debt again ? -Tluyv would, 

if you do not tak(^ up the j)roi»h‘tn of education .sidt* by side. 1 have said in my 
note tliat his indebtedness i.s due mainly to his ignr>raf>ce, and to remove liis ignorance 
is the. .Sinn gua 7ion of hi.s diliveranee. 

H34i. Do you not think tiiaf long-terTU h»ans would n quire clos'cr and a more 
detailed enquiry — Yes, I admit that, but the-n 1 say, to make it mor<* .successful, 
money shotild be. paid readily, easily and at a lower rate of interest. I have l>een 
instrumental in getting another society formed in Sahol this year on March 21st. It is 
near my village. The pcoph' earner to me becau.se the frost aetually ruined their crop 
and they wanted money. J wrote to the Uxlnka organizer and be eami; to Ilav. We 
fucceeded in starting a society on that very day. Thnv pcr,sons applied for loans for old 
debt nulcm'dion from the DsTid Mortgage Bank and out of whf>m one wa.;j from thtj 
llav Society. 1 think these two or three persons called a ixjut .six or seven times. 3'his 
means morniy. They had to borrow from a mu'car R.s. htj^) in th(? micinwhilc to carry on. 
Of course J do not find fault with the bank ; a.s you say, it requires time. 8till two 
months more w ill be required from now' to get this loan. The application was sent in 
March. My latest information is that it will still take months before they get loan — so, 
more than a year will have elapsed by the time. According to revenue codes, the land'^ 
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are traiiftferred by sale by mutation, but they arc not recogniBed by a civil court and, 
therefore, the co-operative gocicty also does not recognize them, but you will find half 
of the galcB in the Record of Rights like that. 

8345. Sales to whom 1 — They are transferred to other people to save themselv <;3 
the expoiimjs of registration. This is nut recognised by tht? co-operative society, 

8346. But it is not a legal transf<T ? — In the revenue side Govoniment recognise it. 

8347. But a civil court will.not recognise it ? — No. 

8348. Do you know that the record of rights is a record of possession ? — Yes. 
^'hcrc are 80 many transactions and now the question crops up that when they apply 
for a loan they bhuuld register the document only for that purpose and undergo 
oxj^enses. 

8340. But must not the title be clear because they should get a big loan ? — But 
the title they have now ?» not disputed by anymie. 

8350. It can disputed at any time in a civil court ?- The land was in their posses- 
sion for the last 50 or 00 years. 

8i)51. Your whole jwint in this note seems to be that geruTal education and at the 
same time redomption of old debts would considerably improve their tinaneial 
condition ? — Yes. 3'heir ignorance will bt', removed ; tln^y will know how to take cart 
of their intcrcjiits and they will b«.‘ taught belter metliods of farming. 

8352. Perhaps this is a question of time ? — Yes. 

8353. Hu pposing these things are done, then the question of giving them linance for 
t/heir current needs \s ould arise. What system would you follow ?~I would ask tlunn to 
go to societies only. 

8354. Is the lack of education at the root of all these evils? -Yes. The agriinilturists 
mu.st be taught the business side of it. 

8355. Is not a good (iujarati cultivator here l>usine.sslike ?— No, he is not really 
businesslike inspite of his native intelligence. 

8356. What do you think al)out the present system of working marketing cotton sale 
societies ? — At present kapas is bought through ifalols. In tlie beginning of the sea.son 
there are no vaiidhaa and as time goes on there crop up .so many randhns on account of 
quality, short weight, eU‘>. 

8357. Art' they rai.sed at the gins ? — Yes. The lapai< is taken to the gin and about 

a seer of eotton is taken from the cart. The clerk goes to the aud tells him 

that this is the outturn, indieatirvg lower pereentage wdiereupon the gin-owner .says that 
ho 'would not pay him aeconliiig to the rate already tixed on llic jirctext of lii.s cotton 
lieing inferior and thus there is haggling. The cultivator yields and empties his cart 
by losing Rs. 10 or Es. 20 per hhar, that i.s 24 mannds. 

8358. Is there no competition amongst buyers ? — Formerly there was only one dalal 
for a fixtxi number of villages and the poor cultivators blindly gave their cotton to him 
or whatever they had, but at present the agriculturists have start'd doing on their hook. 
What they do is, they write to dilTerent gin-owners saying “ we are going to have a meeting 
of dakds of different gin-owners and whoever is the highest bidder will take away the 
lot 

8359. Is this a, common system now ? — No. It is a system partially in vogue. 

J/r. Padomji K. lllava. 



83(K). But the transactions are done in the village ? — Yes. There are very few transao* 
tions done in the market. All transactions or the kahalaa are done in the village. 

8301. But the dalalf( are the gin-owners’ dalals ?— Yes. With very few excejitiona 
they are from the villages themselves. Now' gin-owners have local daials in the village 
itself, and they are agriculturists themselves. 

8302. If there is competition amongst these different dalala, the cultivator must be 
getting a fair price ? — But the trouble arises at the giu. 

8303. Do you think that cultivator)? are fairly Iroaled by the gin-owners ? — ^Yes, 
there are many g<K>d gin-owners who do not give unnecessary trouble to the cultivators. 
There are ottiers w ho do not fwiy sometimes. 

S.364. Mr. Karnat : Do those ddlfih get brokernge only according to their settled rate 
or are they also in the habit of riHieiviiig anything, over and above their brokerage from 
gin-owmors ?— 1 was myself in the busiiiess and I can .-^ay that th» y on!}' get their brokerage 
pure and simple. There may bc) dishonest dalofa also. What they do is, they buy on 
their own account in the village say at Ks. 175 and show it in the kabula at Rs. 177. 
Sometimes this is jirafitised. 

830.5. The Chairman : Is ]>ayinent actually made by the dalal to the agriculturist ? — 
It is paid at the counter in the ginning factory. There is a saying in Gujarati and the 
trauHlafcion of it is foilow's : “ Whatever may be tlio quality of the goods, money must 
l>e paid in silver In this case payment is made by llio dalal at the cultivator’s village. 
Therxdorc the dalals must guar«nU?e payment. Well-to-do cultivators who have about 
40 or 50 bhara of cotton irenorally do not give it away tf> dalala. They go to gins and 
settle with the j)ro[)rietors. 

83()h. Are there not other merchants who buy cotton besides the gin-owners so far as 
Broach and .Surat districts are concerned ? — I do not know any on this side of Narmada ; 
unfortunately there arc no merchants w ho do business on their own Fiook. 

8307. Were there many merchants who lost money in speculation in this buginess ? — 
There were some and there are at present some, but it is not the general custom in 
Broach and Surat districts. 

8.308. Tliere Is somel hing laong di>iu* about t he distr ibut ion of new' seed in your ialukxi’ 
Is it widely distrihuted ? No. I kfiow of only one I'entleinan Mr. Bomanshaw who 
aloneatlirst tried to introduce it aiul .succeeded tf> some c.\U*nt, l>ut now the eultivators 
have got it in their heads that the yield of this farm cotton which is from pure straw need 
in weight is much less than tlu?* cotton. So tliey generally prefer d^ahi cotton. 1 
think they ore wrong in their xdew. In the Rajpipla the cotton growm was as bad 

a.s ghogari or much worse than it. The State onlered pure from Surat and Navsari 
and distributed amongst cultivators, who were compelled to Ixly it. The cot ton produced 
is as good or ov<m l>etter than Surat cot ton. 

8309. How does this compare with Surat ? — I say it is better. In Bombay, they 
ask “ have j'ou jag her ia cotton ” ? 

8370, Professor Kale : From what you have stated it appears that the system of the 
cultivators seUing in their own villages is better from the point of \iow of agriculturiatt’ 
interest than their selling in a market or in Broach or in any other place ? — 
The cultivator sells it to the gin-owmer in this village. He has to take the cotton to his 
ginnery. It is weighed there. 

MO Y 83 4i 
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8371. Ifi it the respouBibility of the cultivator to transport it ?— Yes, and not only 
that, but he should weigh it at the ginning factory and give correct weight too, 

8372. So whether it is actually bought in the village or bought in the market in Broach, 
the price does not make much difference. Would the price be the same ? — Yes. It doefif 
not make much difference whether he sells it in the village or here. If ho is not bound 
in the kabala of a gin-owner, he may take it anywhere and offer his cotton what they call 
“ tayari ” or “ ready market If the market goes down he may lose and ir the market 
is high he may get something higher, but that is not certain. 

8373. But do you not think that it will be profitable to the cultivator ? — As at present 
I do not think so« There are certain ginning factories which entirely do business on the 
cultivators cotton. They buy from villages, say a certain party offe^rs 50 bhars, 
according to the kabala it should be carted to their ginning factory. When the party 
does so, the t.iiie for payment comes and at this time he is paid only Ks. 5 or 10. He is 
called again after 7 or 10 days. He goes there and again he is not paid. I know on© 
instance in which the cotton was sold in April and payment was made in September. 

8374. The Chairman : Was full payment made ? — Yes, Ix^cause he was given 
a receipt. In certain cases payment is not done. 

8375. Professor Kate : There are difficulties in the regular payment, to cultivators ? — 
Yes, but not in the ease of good gin-owners. In the beginning the agriculturists are paid 
regularly but near the close of the season it almost btuiomes impossible for them to get 
money. But then money is paid after 15 day.?. 

837(5. Do they get the full amount promptly according to the contract ? — No. They 
must bo paid according to the contract, hut they are not paid. 

8377. Is there any trouble about weight ? — I do not think that there is gcnorally any 
trouble about weight, save when thc^ market has gone down. 1 do not want to do any 
injustice to honest merchants but there arc merchants who aidually give shortage. 

8378, The Chairman : Do you know of aity cases where tlic agric ulturists have lost 
their whole money because a merchant has gone bankrupt ? — I’here have been cavses. 
Fortunately in the case of my three tenants 1 have been able to recover their money after 
3 years because 1 haptauied to have a tJoveriimcnt servant as iny relation and so I could 
get it. 

8379. Mr. V . L. Mehta : Have you any experience of these cotton sale societies ? — 
Fersonally I have not any experience. 

8380, Do you think that they offer any .solution of the problem of marketing ? — If 
they are worked by the right type of people, they will work satisfactorily. 

8381, Do you think th^It people who bring their kapas or cotton to a central place 
would like to keep it for some time ? — Yes. 

8382. Do they get proper financial accommodation ? — Yes, but they will be charged 
interest upon the accommodation. Sometimes, as I said, they write to the different gin- 
owners and at times they^tako aw^ay the whole lot to the ginning factory. The whole lot 
is heaped up in the ginning factory compound, and if they require any finance against it 
they get 60 or 60 per cent, at a certain rate of interest. Then they are at liberty to get 
it ginned at any time they like. 
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8383. So there are no difficalfcies in this matter ? — No. There is one difficulty about 
not getting proper rates. These gin-owmers pay according to the village or tract and not 
Acoording to the quality. If a cart is taken from near a border village on this 
eide of Narmada to Surat he will actually get 20 per cent, more than the price in Ankle- 
ahwar because it is sold in Surat. So it bt^ronies Surat cotton in spite of this Cotton 
Tran.sport Act. I think a larger per cent, that is grown in Hansot Mahal g».>es to Surat 
and Rander l>ecause they get 10 or 20 rupees more than they would get at Ilav itself. 
?^upj) 08 e the rate is 3 75 at Ilav Ginning factory, at least at Olpad the rate will 
be 180 or 185 at Rander and it may be 190 or even more at Sr.rat. 

8384. Mr. Karrn^ : How do they evade the Cotton Transport Act ? — It is a proteotod 
area. 

8385. Mr, W L. Mehta : Arc there any works of land improvement which could be 
xiiulertaken in your part and which have not been taken in hand because of want of 
linancial facilities ? — Only well-to-do agriculturists can take to works of land iraprove- 
inent. 

8386. Cannot people with ^niall holdings take this work in hand and improve their 
holdings ? — This is not possible and they have no idea about it. 

8387. What arc the things that they can do ? — But they cannot do anything by 
way of improvement because of financial difficulty. There ought to be a central organ! - 
Kat on. You can call it a taluka organization or taluka development asH(xdation and 
education must be carried to thc’ir doora in viliage« and we should jKjrauado them 
to follow new methods. 

8388. What about fmanoe ? Would you give them hnance through a land mortgage 
bank or would you have tacca/r i ? — I think taccavi would not be feasible. It would be 
much l>ettor to give them loans through a land mortgage bank. 

8389. Do you want to simplify the procedure of the land mortgage organization ? — 
Yes ; it is very desirable. 

8390. You said that sometimes tx'ople have to borrow on the security of small orna- 
ivienrs. Where do they >)orrow from ? -They borrow itj the village (»r from mwears. 

8391. At very exorbitant rate of interest ? -Yes, but not always. They can easily 
borrow' on tiw sixnirity of ornaments and at cheaper rate of intt'n st, 

8302, Have you heard alxwit the .system of pawnsliops opened in other countries 
Yes. 

8393. Do you think that it is desirwblt^ to introduec some' .such system hero ? If 
iHvears give money why should not the bajik give ? — The custody and recovery should 

be made by the bank and also the valuation. 

8394. Who do you think should run these fiawmshops ? — I. believe co-operative 
banks should run this business. They have surplus money. There is a complaint 
that their money is not absorbed; But I say for custody, valuation and recovery the 
bank must be responsible. 

8395. Y^ou say that in ordinary societies the procedure for obtaining finance is too 
k)ng ?— Yes ; vexatioualy so, 

8395. And that delays should be avoidixi ? IIow would you achieve this ? — Ws. 
I have se<m two or three villages. When the season starts the agiicuituriets have no 
oiouov in hand. So before preparing the toil for the next year they require money. 
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Money iis required by the tioeiely iiomewhere between March, April and even May, and 
after they have paid to th<‘ir sowiarfi, the societ es and landow ners, there is very little 
money left with them and they require liiiujice 'or agricultural operations. Now' between 
the time of paynieiit by the society and recovery of payment a long time elapses and 
iht^rtj are certain fonnalitien. Therefore all these things inust l>e done earlie~ so 
that they stick to societies for their financial -needs, current as well as ]>ermanent 
improvements. 

8397. Mr, Karnal : You said you gave your lands on lease ? -\'e-». 

8398. May I know generally what is the rent per acre for cotton ? — It depends 
upon the tract. At lllav I can get Hs. 25 per acre, in the neighbouring village Sahol 
i would get ma<h less than Ks. 20. 

H399. Does it vary from 25 to alx>ut 15 ? — No. At times 1 do not even get as much 
to pay Ciovernmeut assessment, 

8400. Du you think tliat the profit to a tenant after paying this rent is fairly a decer^t 
profit ? - Yes. 

8401. How miuh does he uiake y The land that pays me Rs. 25 |>er acre is good 
land. In a good year an acre would fetch lf> maimds of cotton on our side. Calculating 
lor 16 maujids and deducting the expense's he will have four tinics what I get. 

8402. 8o if he gives a rent of Us. 25 he makes a pr^ytit of Hs. 100 per acre ? - 1 .say 
that good land gives an yield of H to 12 inaunds, and would realise for the cultivator 
a very dow-nt margin of prolii. 

8403. If land* are so paying in et'rt.ain tratrt-s why are truants also indebted ? -“Ye8. 
because id bad social custouvs. Unfortunately a majority of tlicm take to drink. 
1 know a tenant of mine who is in (kht. All his Lands have l>eci> with the Mmxytr. He 
has- iK'cn trying to boirow moivey to get his daughter married Ixfoio th<.‘ Sarda Hill 
coineB in force and 140 must give in the lirst inviani e to his guest* liquor. This is the 
brst item of hospitality anumgat them. 

8404. To such people redeiJi^'tiiwi is no siilvatum V - -No, vndey/e side by side there 
itt education. 

8405. About the Dekktuin Agiiciiltuyj*ta’ Relief Act and the relatione alleged to 
be brought about by ihis Act., you say that if the Art wa» removed gcsxl relatione w ould 
be restored ? - 1 mean good relations mould He estublislu d if somt' provisions are inserted 
to prot-ect the interests of aov'tayft and they are pl>m‘\'d 011 a pat with agriculturists. 
In that case 1 do not think that a ^tfwcar wmiVl shrink his Imndw. 

8406. But oven apart from those who are good agricuUurhdw tbr raont^dity of people 
bad changed during the last 50 years Take the ivuse of a iwaetet and a servant. Thet 
person who serves now does not behave in the souk* muimn'r aa the old serrvant belvaved.^ 
U is not a question of the I>ekkhan Agriculturists’ Relief Acrt. here ? — At present tho 
borrower knows that he hae so many loopholes to escm|>e from the court's (dutchos and 
he knows that his house is safe^ his live stock is safe tuKl hia held is safe. He can defy 
his creditor with impunity. 

8407. About the village eyetem of eotton sales the whole defect probably lies in the 
fact that a man. is drawn in the contract, but he is not paid money at once ? — No. It 
is not that he gives away all his cot ton. It is only a few f*hars or even a smaller q oantity^ 
he wr>uld put into the kahala, and that too of his own free will, Suppose in a viUagie 

Mr, Pathmj^ K. IHam. 



there are 2(K) bkats of coitoti belonging to different jn'raons, and a dalal goea to buy 
cotton, only 15 or 20 b^uirs will be offered for sale and not the whole. 

8408. The Chairman ; Do you think that it would be desirable to start regulated 
markets in this District under the Cotton Market Regulations Act ? - As it is. the culti- 
vator does not get a low rate now ; he is not very badly off as is reported under the present 
system of sale by dalals, 

8409. But there is another advantage that he can store his cotton and dispose it 
off whenever better prices prevail ? — Provided that intelligen elected representatives 
of agriculturists are in a majority there, othe wise the\" would be outlu'aien by the other 
conflicting interests. There would be representative'; of so many conflicting interests. 
There should be the representatives of the real agricultinists of influence and education 
and not big landlords merely and neces-arily. Then in that case it would be a desirable 
course. 


{'rhe witness withdrew.) 

Th: ConuniUte Ih n adjourmd and rcas.'i Middal in Ah nicdabad on Friday, 
th^‘ :HHh Sovtvdter I Hof). 
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Friday, November 29th, 1929. 
AHMED AB AD. 


Present : 

Mr. J. A. Madak, C.I.E., l.C.S. {Chairman), 

Mr. H. V. Bebai. | Mr. B. S. Kamat. 

ProfesBor V. O. Rale. | Mr. V. L. Mehta. 

Mr. ]i. P. MASA^fi (Secretary). 


Mr. J. H. GARRETT^ l.C.S., Commissioner, N. D., Ahmedabad. 
Replies to the Questionnaire. 

SECTION I. 

Question 1.-— The agriculturist in Gujerat, if he requires additional finance for the 
purposes of cultivation, gets it from one of the following sources : — 

1. Ha tenant, from his landlord. 

2. From the village money-lender. 

ii. From Government in the form of laccavi, 

4. If a member of a co-operative credit society, from that society. 

It is not possible to make any rigid distinction between the needs speeiiiod in («), {/>) 
and (c) of this question, but it may bo stated that when the amount required is relatively 
small and is likely to be repaid out of the sale proceeds of the crop, the cultivator prefers 
to go to his landlord or to a money-lender, because he is not required to undergo the 
same formalities as in the case of loans from Government or from credit societies. The 
latter usually require the security in the form of documents hypothecating the borrower’s 
landed proport}^ or at any rate, require sureties to sign. The money-lender, on the other 
hand, knows the borrower and is frequently ready to lend money on his note of hand 
only. Many cultivators have regular accounts with the particular money-lender and 
the payments are made according to the cultivators' oonvenienoe. 

The rate of interest usually charged is from 9 to 12 per cent, on note of hand and 
in the case of mortgages slightly leas, but mortgages are not regarded with favour 
chiefly owing to the formalities and expense of drawing up of documents, stamp duty 
and also because the cultivator regards a mortgage upon his land as lowering his credit 
and reputation. Apart from these sources the part played by merchants, dealers and 
banks other than co-operative banks is negligible. 

In my opinion the facilities for credit are at present ample. As I read this questionnaire , 
it appears to suggest that extension of credit is an unmixed blessing to the cultivator. 
I can state confidently from the experience of 25 years that the ease with which the 
cultivator can obtain money from these various sources is by no means an unmixed 
blessing. I know certain areas whert^ cultivators have borrowed imprudently and are 
now deeply involved. This is largely due to the habit« and customs o' the peasantry. 
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Once they hay© money in their pockets they are prone to divert it to uses of an unproduc- 
tive nature. Expenditure on maxriagos, feasts, funerals and other social functions is 
placed before improving the production of their land. The result is, of course, insolvency. 
I, therefore, sound a note of warning, if this Committee is seeking out further means of 
extending credit. 

Question 2. — The actual grower of produce sells his produce almost invariably to 
the merchant, who is in many cases also the farmer’s money-lender. The produc^e is 
usually disposed of in the village and is seldom taken to the large ecuitres for sale. In 
Oujerat there is no regular system of w'eekly markets in villages as is found in the Deccan 
and other parts of the Presidency. The purchaser In'ars ' he cost of transport to his 
headquarters and there disposes of the produce to the wholesale dealers. It is only in 
the case of cotton that any attempt has been made to enable tVie cultivator to approach 
f,he wholesale market. This is done partly through eo-ojK'rative societies and parlly 
through the growth of centres where brokers bring the grower in touch with the ginning 
companies and other wholesale organisations which deal in cotton. I am o opinion 
that there is little scope for any change in these methods owing to the fact that the average 
farmer has only a very small surplus to dispose of and it w^ould hardly be w'orth while to 
attempt any form of direct improvement in marketing. The only {jossible line of inquiry 
would be in the direction of co-operative sale societies. To my mind, co-operation in 
this direction should come bi'fore co-operative credit in Gujerat. 

Question 3. It is almost impossible to put down any standard value ptw acre for the 

different olasaes of land in Gujerat. There are .still vast areas of land unoccupied, much 
of which has not a sale value of even Rs. 5 per acre. Such land, of course, is gradually 
being taken up as the population grows, hut as long as this surjilus land is available the 
sale value of occupied land naturally remains low. 

As regards the factors affecting land value, the assessment placed upon that land has 
come to have a very important bearing. Purchasers frequently gauge the value of land 
by its assessment. 

As regards the different kinds of sales detailed in (a), (b) and (c) of this question, land 
sold by court's decree usually fetches a somewhat low price. Tliis is duo first 
to the possibility of the title being doubtful and secondly to sentimental objection which 
villagers have to taking up land which formerly belonged to their friends and neiglibours. 
As regards land sold in Gujerat in default of payment of land revenue, there is 
very frequently a combination among the villagers not to bid and such land although 
having a good value may not fetch any bid at all. Laud sold by private treaty naturally 
fetches its full value, but here again, owing to the complexity of the rules 
regarding inheritance under Hindu and Mohamedan law^s, there is always a risk 
of a defective title and hence the value may be somewhat depressed. In addition to tho 
three classes mentioned in this question I would add (d) unoccupied Government land. 
Such land usually requires considerable expenditure to bring it under cultivation ; but 
allowing for this, it fetches its full market value where such land is not available in largo 
areas. 

^Question 4. — Mortgage of land and agricultural holdings in all parts of Gujerat is not 
restricted by any legal impediment except in the case of : — 

(i) land held on what is known as the restricted tenure (this tenure is 

applied to unoccupied Government land sold to members of the backward classes only 

and is designed to prevent the land from falling into the hands of speculators). 



(it) land held on talukdari and other g{»ecial tenures. As regards the Record of 
Rights, the Bombay Presidency has a perfectly good system, which is available for 
public inspection in each village and covers ©very survey number. Where the ryotwari 
tenure is in force, I do not consider that any improvement in this direction can be 
made. 

Question 5 . — I have already stated above that there is need for great caution in further 
extending the facilities for credit to the agricultural classes and in reply to this question 
I would say that it is quite imt)Ossible to obtain even an approximate estimate of the 
existing indebtednciss of these classes. 

Question 6. — In Oujcrat it is very difbeult to find any satisfactory way of adding to 
the farmers* income by means of subsidiary industries. In the first place the farmers in 
Gujcrat are debarred by their social prejudices from any such subsidiary industry 
as keeping fowls or other animals for food. Th(‘ only imjxjrtant industry which is carried 
on by some of them is production of milk and r/hee from bufialoes. This is certainly a 
very important side of their work and it is in this direction, if any, that improvement may 
possibly be achieved. In many villages there is a sort of co-operation in the disposal of 
dairy pniducts. As for spinning and weaving, I do not consider that these are to l>e 
regarded as economic proposals. Every houstdiold has to carry on certain minor work 
such as sewing and rough carpemtry which do not bring in any financial return. Hand- 
spinning and hand-weaving appears to me to fall imthis category and can never be a 
source of additional I'e venues to the farmer. T think it may be mentioned that in many 
of the poor agriculturists’ families one or more members go to the large cities and add to 
their income by working in factories or as porU^rs and the like. These forms of activity 
arc undoubtedly sulisidiar}^ to agriculture, inasmuch as these persons retain their interest 
in their lands and during the Kjason nduni to work on those lands. 

SECTION III. 

Question 1.— There are branches of several impcmtant banks in all towns of Oujorat. 
Ail these are Indian joint stock banks except the Imj>erial Bank of India. These banks 
appear to me to provide all the necessary facilities for ordinary banking and perhaps have 
extended their activities somewhat beyond the present needs. For instance, in 
Viramgam, a town of over 20,000 inhabitants, there i.s a branch of (he Im]>erial Bank of 
India, but 1 under, tand on good authority that this branch does very little business and 
if it were a question of only maintaining a branch in places w heic it pays its way, this 
branch would have to be closed. 

In a rural area it is hardly possible for an ordinary bank run on joint stock lines to pay 
its way at all. 1 am unable to suggest any method whereby the l)anking habit could 
be extended. 

Question 2. — Most of these banks accept saving bank accounts and in addition, of 
course, there is the post office ravings bank. These facilities appear to be used by all 
classes and the habit of deposit of savings in these imtitutions is. no doubt, gradually 
increasing. 

Question 4. — Tlie cheque-habit is practically unknowm to the ordinary agriculturist. 
It is confined to the traders, merchants and a few large landholders. 

Question 5.-1 do not consider that the banking and investment habit in India, or 
at any ratf^ in Gujerat, is of unduly slow growth. It appears V> to be fully recognized 
among thosc^ clasaea who have surplus resoun^es for deposit or investment. 

Mr, J. f{. Garr^^ti, 
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A&TegaTd3i>penlng of new branches by the Imperial Bank of India, I have referred above 
to the case of V'iramgani and I am inclined to think that where there is no important 
Government business or large mdiistrial or wholesale produc?e business to be dealt with, 
it is not practicable to open further branrlies. The ordinary small man is inclined to 
xle{K>sit liis raom^y with i? inks of Jess standing simply Ix'cauac such banJesare able to offer 
a liiglu^r rate of interest. 

Oral Evidence* 

H4H>. 77?c CVniirffncin,* Mr, (lurrett, you are the Commissioiiper of Ahmedabad ? — 

Yes, I am Uie Acting Commissioner, 

84 lb In reply t/o our questionnaire yon sound a note of w^arning fligamst the provision 
of further means of credit for agriculturists. Our main objoct i« to find out how far 
tbo preftont cri^l it facilities are snffirient, and whether linani^e i« available at easy rates 
of interest. What do you think as regards these t%vo points ? — In my opinion, there 
are adequate meaiis of credit, and as loag as an agriculturist has se'ouriiy, m* is known 
to be A reliable man, I believe, ho has apparently no difiicnlty in obtainmg ^iK*h loans 
«:s he requires. 

8412. What about the rate of interest at which he has to borrow ? — The rate of. 
interest for a man of good credit, in my opinion, is by m> mean* excessive. For instance, 
on pawn of ornaments, where the security is quite safe, they can obtain loans at 9 per 
cent, u it hout difliculty, and considering the present bank rate is 7 per cent., this appears 
to be. a reasotiaWe rate. And apart from pawning of ornaments, which is the simplest 
form of barrowing which 1 can think of, a man of good credit can obtain loans at 
12 j»er cent, in North Gujerat. 12 per cent, may be taken as standard. Some 
pi'ople can Ixwrow at a low'er rate, and some who have do geod status may have to 
pay mere.. 

8413. WV have told by sonw agricultural officx^rs that to make agrieultiire paying 
the rate of interest ought to be about t> per cent. ? — That ap[)ear8 to me to be quite 
uinpracticabic from the business point of view. Besides, there is considerable trouble 
of recovering the money advanced, and the lender must have some reasonable advantage 
over and above what he would have in safe -commercial investments. 

8414. You say that thone are four sources from which the agriculturist gets his finance, 
VV'hich of these ia the most advantageous for the cultivator under the present circum- 
stanct« ? — J am afraid, I 'cannot say that one form is more advantageoiw than another. 
I think it is a very good thing that ibere should lx? several sources from which a {xuson 
may obtain loans. Ther<3 are advantages as well as disadvantages in conne<^tion w'ith 
all these sources. For instam^e, the Government coming into the field brings in a lot 
of formality and especially it brings in that rigidity of repayment, which the ordinary 
agriculturist ck>es not like. He likes to pay at bis convenience, and 1 think, he like# 
to {>ay a higher rate of rntt^est in oonskleration of thal; sort of laxity, which the village 
money-lender gives him, 

8415. What is thie rate of interest in the ease of the backward classes ? — I think, 
they will have to jiay a higher rate of interest. They will have to pay about 25 per cent. 

8416. Do you tliink that agriculture can be paying if they have to borrow capital 
at such high rates ? — My idea is that the man who has to borrow at 25 per cent, is not 
really borrowing for the improvement of his agriculture. He would probably be a man 
without much responsibility, and very frequently bad debts result from these loans, 
and therefore, it is inevitable that the rate of interest should be high, 

MO Y S3- 4d 
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84 17. Tborc i« aT’otber factor. Wc find that a majority of in Surat, Broacb 

• i. : ■ ? (-t ’ bvr inrc--. We find that about 54 per cud. o" the'lvoJdingft 

. .1 'i.H Qai .i(i air ii\i aeir; . We hiU'e niBO l.t'tii told tliat it is irol. poaisible for 

a man to maintain hiiiiBelf and his iamily, if he has five acres of land, unleSvS he iiaa sorae 
supplement ary souroe of irjc(.ifie ? — I'ive acres of dry land is not an ecoiicinic holding- 

8418. Would it not be dangerous to the creditor to tiriancc a man v\ ht) is in that 
position ?— It is not possibh* 1<) bnunce him with safety. Sucl) a man has practically 
very little security to olTcr, and liicrcforc, the cteditor runs a great- risk. 

8449, Do you think, as I’cgards cotton, there is Bufheient competition in the variona 
markets here ? Are there not rings in .some caBics 1 am not pin/pared to say that in 
all eases the giower i able to obtain a free price. jl is quite likely that a et-rtain amount 
of combination amongst buyers may^ operate to his disadvantage, but 1 do not think that 
the position is quite as serious as nil that. There is undouhtedly a lot of reai eomjKdition, 
esprecially in pdaces which are near to the rec-ognised r:cntre.s for the sah' and ginning of 
eotton. 

84*20. Do you know, if any larpg* nuinlx'r of producers has to sell cotton immediately 
after it is ready, because they have not thf' neees.'^aty finance ? A cs ; probalily that is 
80 bocauBO they are anxious to sell as soon as proswible after it is rtaidy*, but I am not able 
to say whether thi.s is so bi'cause they me forced to sdl at that stage, or bi i ause^ they feel 
inclined to think that the market may drop, or any other reason. 1 nut ice tliat cultivators 
very often hold uj> their sales, if iViey think that the market may rise. 

8421. In that e.ase, do they keep their eotton in tln ir own village.s 

8422. \W)uld it be desirable to have wan houses wlicre cultivators can keep (*otton 
and get some advance's apytinst it ? — Yes ; I am inclined to think that some sueli sclieinc 
would be helpful to the cultivator; but 1 am not quite clcur as to who should be 
re«p)onsible for managing tliese warehouBes. 

842rb A scheme has bei'U brought to our notice wliicdi prevails in ICgypt, where 
Government undertaki'S to advance against th<‘ se<*urity of eotton kept in certain 

approved godowms - whether godowns of banks or of gins on which ( lovc’rnment has 

certain amount of control. Would you approve of such a .scheme ? — A.s n'gards the 
agency, 1 would prefer to refrain from giving an opinion. Ordinarily, .1 am not in 
favour of Government having nuieli luitid in bu.siiie.s.s ; but generally if you have 
a oompelout authority to run this, it would be better. 

8424. Does Government do much in this ^livision bv way of advancing iaccavi for 
current agricultural pturposos or fur land improvenuMit ? A cs, there arc c;eriain tracts, 
in w'hieh iaccavi may be given under the Agriculturists* Loans Act or \iiKlcr the Land 
Impirovement Loans Act too ; but in eert.ait\ other tracts such advances under the 
Agriculturists’ Loans Act are not admis.sil>le ~ tracts whicii are su|q>oso(l t o be more- or 
k'ss immune from famine. 

8125. Is it in tracts inhabited by backward classes that advauceg are made under 
the Agricult urists’ Loans Act? - Not wliolly, but there is a large pK^reentage of cultivators 
w'ho arc of the backward clas.scs. 

8426. For land improvement, i.s it not a fact that the cultivator generally demands 
uccavi, and that h6 cannot find sufficient capital from ordinary sources for long term ? — 
Yes, to some extent w^hen a long-term loan isrecpiiired for digging a well or anything of 
Mr. J. //. Garrett* 



that sort, there is rather a strong demand for obtaining such loans from Covornment 
which appears to me to indicate that the ordinary money-lender is not inclined to lock 
up his capital indchnitely in this way. # 

8127. Do 3^011 think that there is room for larger grants by Govcniment under the 
Land Improvement Loans Act ? — On the wbo’e, I say that (lOvernment is fairl}^ liberal 
in giving loans for land improvement, 

8128. If there are larger demands, would there bo any diHicultj" for the provi.s!Dn of 
funds ? I think it might be arranged provided the works are suitable. 

812t). Keforring to question ‘1, is tluTc^ a large amount of unoccupied Government 
larul in (Lijenit ? — Ves. 

S-Kh). TViere is a. very large number of iinecortomie holding. VVh\'' do these people 
not go in for such land imr)r<)vernent? ”-The inJnkas which are near large cit ies are generally 
fuli}^ developed, and to get tiiis waste land one has to go out to some disLince, to areas 
Avhieh are inhabitetl almost entirely by persons of the more bai‘kvvaid class, and tlie 
jnovenu'nr fioni the more fully de\'el<q)ed area to t his out; ying tract is now rnarkedl^^ in 
progress, and much of this waste land is being taken up from year to jv'ear. 

Do any t'f these jK'Ople who lia\ e uikh oiiomic* holdings not go in for more lands, 
because they ]»a v<* no linanco to purcha.s<‘ new lamls ? - It is .so to some extent, but tlio 
price of this waste land in the outlying area is very low. 

8122. deferring to question 4. iti certain districts in Gujerat you have bhagdari tenure 
under whieli tlu‘ land i.s not alienable except under certain cotiditions. Some of the 
witnesse; in l>ro,aeh especially .said that it wouhl Ix' a good thing, if Iho Bhagdari Act 
is abolishefl, and thus land is made freely alienable. 2hiev also said that such legislation 
cmgiit not to have Ikmui passi'd. Do you agree with that view ? — I havt^ not thought 
over tlie matter ; I should like to investigate this matter. Far mure important question 
is that of tiilukdarl buiure. 

8123. Is the pre.se ut policy to alh-.w these talukdars to mortgage their lands, if 
iix'ossaiT ?— Ves, in ease of all e\<‘ept the primogeniture estates, vve usually do not hold 
any olqeetioii to tlie incumliranei', or to the alienation of talukdari lands. 

8434. An; tlic achual cultivators Unants-at-will in many of the talukdari villagea ? — 
Ye.s, tliat is almost universallj’' so. 

•^135. Arc they tinaneed by talukdars for agricultural ymrposes ? — Yes, but many 
of the talukdars are tJieinselves iinpoverisbcd and are not difTermit from teruintB. 

8430. In repl}^ to question 3 you say : “ Land sold by court’s decree usually fetches 
a somewhat low price.” is there* no upset price fixed by tlio Collector ? — Yes, there 
is, but that is below the valuation, and lesually it does not exceed the upset piiee, 

8437. Does it happen that the creditor himself has to buy in many cases ? — in some 
cases. 

8438. it lias Ikhui suggested to us that the ormation of and mortgage banks for 
long-term credit both for and improvement and for redemption of debts would bo 
desirable. Such land mmlgage banks would have the security of land o the borrowers, 
and if such land in case o default i.s not laisily saleable, the and mortgage banka would 
bf? in difiieulty after .some time. Do you thmk that will be a danger ? — 1 conaidcir that 
such sale.s are very difficult. 

8439. As regards the liecord of Rights, some pleaders n Surat .suggested that no 
transactions should \.h^ entered into the Record, because they said that very often the 
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creditor gCM58 and makes a statement, and that is recorded, and it is taken as pxesumptiire 
proof by the courts unless evidence to the contraiy' is brought forward ?— I am strongly 
opposed to recognition of oral transactional^ Such iraxisact ons are almost all illegal 
under the Transfer of Property Act. 

8440. If land is sold by oral agn^eraent and is acttially transferred to the buyer and 
not entered into the Record of Rights, the Record of Rights would not show the actual 
state of things ?— It would the Record of Rights shows possession, and if the land was 
actually transferred, it w^ould have to be entered. 

8441. In answer to question 5 you say : “ It is quite iraposaible to obtain even an 
approximate estimate of the existing indebtedness of the agricultural classes.” Do 
you not think that it would be possible if in a village a house-to house enquiry is niade ? — 
Yes, it could he done, but I consider that such an efiquii*y would be so exte-nsive as to 
be practically impossible ^ wo should have required such an enortumis staff and suc-li 
an enormous expense that it could not be dorne. 

8442. You say the important secondary industry in Gujerat is dairying. Do yon 
think that it is at present properly organised ? — 1 do not think so. 

8443. Have you any suggestions to make ? Is there any linance required ? — I have 
discussed this question very often with villagers, and asked them why they deal with 
their surplus milk in small quatitities, each man for instance prepares a ;e<?r or half 
a seer of ghtt out of so much milk instead of eoncentmting it in one j)lac(% where the pro* 
duction of yhee would ha done more economically and probably under more sanitary 
condition ■, and 1 put it down to mistrust the.se people Imve in om* another. Some people- 
may send adulterated milk, and such difficulties do exist. But I think that wrtaiuly 
in a largo village a dairy on co-operative lines with proper means of testing the milk 
could he a suciML^iw. 

8444. In reply to question 1, section III, you say ; ” There are braurhes of several 
important banks in all towns of Gujerat.” Bt^side* the branches of Ihe Imperial Bank, 
tw o branches of the Baroda Bank— one here imd cwie in Surat -the Iviuiicli of the Gcntral 
Bank here and the branch of the Bank of India, am there any more banks ?— No. 

8445. You »»y : “In a rural area it is hardly possible for an ordinary bank to run on 
joint stock lines to pay its way at all.” Is that because you think there would not be 
sufficient business for a bank ? — -it would not be a practical proi>o«ition from the busines* 
point of view'. No bank can be jusiihed uuk;ss the business of the bank can bring 
in certain proiit. 

8440. As regards savings banks, do you think that many agriculturists put 
their savings in such banks, or is it only the o<lucaled and the urban class that deposit 
in savings banks I think that some rural iuhabitants do put money inU> the savinga 
banks, but I also consider i hat it is only those who are vcr>’ intelligent and have had some 
education who do it. It also depiuida very largely ujain whether they have postal 
savings banks in a village or not. They do not usually go to other villages for the 
purpose. Koine villagers have spoken to me about giving school -masters the pow er to 
receive deposits in the post offieo savings banks, that is to say, the village school-master 
should also be a village postmasU^r. I am afraid that that would not be possible, 
bt>cau8e these schoolmasters have little time to do it, and the difficulty of keeping 
•lock of cash and also of remitting cash w'ould be considerable. 

Jfr. J, }i, Garrett. 



^47. I)o you think it is possible for a schoolma«t4^r to receive deposits and nmiit tbo 
money ? — I think it will mean an additional number of postmen to carry the money. 

8448. Will the schoolmasters be like agents of bigger savings banks ? — Yes. 

8449. 1)0 3 'ou know, if there is a tendency in Gujerat to buy gold and hoard it to any 
large extent ? — Y^es ; I think there is. 

8450. Is it invested in ornaments or bullion ? — I think they prolwtbly purchase bullion 
and sometimes ornaments, if they require. 

8451. Mr. Kamai : About the question of small holc^ngs, a five -acre plot is known to 
be uneconomic unless there is a well in it and the cultivator grows some garden produce. 
Now 54 per cent, of the people in Gujarat are in that pliglit. Under the circumstances, 
would it not be a good policy for the State to give tluwe people taccavi fo , say, ten years 
to encourage them to sink wells, so as to save them from their chronic indebtedness ? — 
In the first place a very large part of Gujerat is unsuitable for well linking, as you cannot 
obtain sweet water under any circumstances. But assuming that the area is 
lit for sinking of wells, I would say (hat the only hope is to get these unccoiiomic holders to 
combine and cover an area siudi as one w^ell can irrigate, say forty acres, if they can all 
thus join, w^e can a<ivaiico them a loan. We would be prepared to do that under the 
existing rules if half a dozen people hoMing live acres of land join. 

8152. On this question of Money-liinders' Act, that s to say, regulating their transac- 
tions, auditing their accounts by sja'cial legislation, do you think iegislatioii of iliat nature 
would be in the interest of the agriculturists ? - 1 have not really considered that form 

0 legi.slation. 1 do not (piite see how it is going to assist them in getting money 
cheaptn* or more rapid y. 

8453. It is not ntended to give them money more rapidly than now, but probably 
it is intended to have a sort of cheek against any fraudulent practice or charging 
exorbitant rattan of intiTest by some money-lenders T—l am afraid it would not have 
that re.sult as long as the borrower is completely illiterate. 

8454. On tins suggestion oF co-o|>erative dairying n a village by pooling of Die village 
milk, do you think that the State should take the initiative, say either through the Co- 
operative Department or the Agricultural Department, to select villages and have there 
a sort of a demonstration dairy for educating public opinion in the matter ? — I think 
this might be done provided you get the g(K>dwill of the people in the villages. That 
would be the firs essenaal. And if they prefer that some Government Department, such 
as the Co-operative Department or the Agricultural Department should run a demonstra- 
live dairy, k would agree that this would be a very useful scheme. But it is of no use 
unless people themselves are willing to bring their goods to this institution. 

8155. Mr. Deaai : In your statement you say : “ I can state coniidenUy from the 
experience of tHrenty-livc years that the ease with which the cultivator can obtain money 
from these various sources is by no means anuninixed blessing.” 1 want to know’ your 
views w’hether the village aowcar would be the right man to judge the necessities of the 
agricmlturist and the time when to make the payment to the agric ulturist ? — Yes, 

1 bc'lieve that the village aowcar serves a very useful purpejse to that extent, and it would 

be impossible to do away with him. He knows the man and he knows liis nec3ds, and in 
some respects ho is able to judge whether the loan is likely to be used for productive 
purposes or for the use of wedding or funeral or some purpose of that Bc>rt. I find from the 
examination of sowcars^ books that they usually enter the purpose for which they 
advance. For instance they would write : “ Lent Kama for paying Government 



asRORsmont And that m a thing, which nobody except the men on the spot can really 
know about, 

8456. Has the existing legislation undermined the position of these village sotacars 
and made the recoveries of loans difficult ? What are your views ? — No, I do 
not third; that it has undermined their position ; they still carry on their business. 

8457. Hut they carry on their business with the existing defects am not prepared 
to say that these Acts have done much harm. 

8458. And assuming for a m^rnent that better facilities would be afforded to these 
village fioivcars^ do you not tliink that they would be more useful to the agriculturists ? — 
lam not in favour of making loans so easily knowing that agrieiiliurksts arc likely to bo 
extravagant. I think that on the whtde the village Kowcar is treated quite fairly liy the 
existing laws, arid it is a (|uerttion for his judgrmuit to know wiiether to kuid or not to a 
particular man. 

8459. The Chairman : SujipoHing the means of recoviTy is mad(' spia'dier. will that 
affect the rate of interest, or the facilities which the sov'car.s give to the cultivators ? — * 
No ; 1 do not think that these considerations do come into the sowrars' mind at all in 
fixing the rate of interest prevailing in Oujerat. I know cases in (Jiijerat where men 
can borrow at six per cent, because they know' that t hey are very good men. Tlu‘y can 
borrow' at a low'er rate than a merchant can borrow on Government paper. 

8460. Professor Kale : With regard to tliiEi (piestion of the rate of interest, yon seem 
to hold that^ inasmuch as the general rate of interest in the country is about 7 per cent, 
the rate of interest at wliich the cultivator has to borrow^ is not very high ? — On the w'hole, 
1 do not consider that it is unduly high. 

8461. Have you con.sidered that thetwm money markets — the money market of the 
cultivator and t he money market of the trader in a large towm — are entirely different, as 
it were water-tight compartments and that the rate of interest in the village is not affected 
by the rate of interest in the Pre.sidency tow'ns ? - The change is not immediate, but it 
must eventually result. The prevailing bank rate of 7 per cent, may not affect the rate 
of iiittiros^ of thQ village .vo«?rr/r so long as he deals w ith his own money, but eventuaMy 
it must affect the rate, becau.se he w'ill have to raise his excess capital at a higher rate 
of interest. 

8462. Many witnesses have told us that they goTU'rally trade on their own capital ? — 
It is true that many of the small money-ltuiders do nut expand their budness by borrow ing 
from outside. 

H46‘k You have stated that there is a large area whicli is still awaiting cultivation. 
Wlvy is it not taken up for cultivation ? Is it bctuiuse it is inaecrsyible ? — 51'he jmsition is 
that most of this land is in the outlying parts, and you will find that (hiring the last five 
or six ytuirs a large area of land has been taken up by agiicultiirist.s from Horsad, Khoda 
and other districts with a view to increasing tlnur limited holdings, and thus this waste 
area is being rtMluced from year to year, and as the population spreads this w'ould l>o 

diminisbed. But at the same tinn^ wo have to take? into consideration the demands of 

« 

the gra/.iera, and in North Gujarat w e have to keep land for them, so that wo have to weigh 
the two claims very carefully. If we can give out land regardless of the claims of 
graziers, wo can give out thousands of acres. 
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S464. But the problem of fodder would be diiTicult ?— My view is that when the 
land is cultivable, it is not economic to keep it under gra*<s. In a hundix^d acn;.s of culti- 
vable land they can grow more fodder than in a hundred a(jres of grass. 

8465. Mr. b. L. Mehta : In reply to the (’hairman you have said that there 

is a tendency for people in this division to go in for gold and silver. Is it the agricu tiiral 
community or the community ? — I think all ( las.-es are rather inelintMi to put in 

some money in gold and silv er. 

8466. Is that tendenc}^ more in evidence in one district than in tlio ^oilier ?- 1 am not 
pre})ared to say i bat. 

S4f)7. You say that the Imckward classes have to pay high rate of interest on their 
borrownig^s. Do tln^se classes form a fairly eonsiderable j)r<>portioii of the agi icaiUuraJ 
population ?— Tlu'V form a majority, and in actual nuinl>ers, iliey are probably more 
than the advanced c]as.s(\s, but in actual area iudd, J .shou]<l say that the advanced classes 
bold more. 

8I6vS, Is it only in some districts that these baekw ard classes hold their lands on the 
restricted tenure It is evtiyvvhcre; the practice exists in all districts, but it is only 
a recent introduction. 

84616 Y'e have been given to understand that the elTect of the restricted tc'nure would 
}>e tc» restrict the credit of the agrii ulturist . H(* cannot borrow^ on tlie same terms as one 

liolding lands viiuUt the old t<‘rmre, ea!J he ? -I'he land undcu' restricted tenure is of no 
use as security, bca^ause the laud cannot be sold without the permissiv>n (d the (Collector. 
1 am afraid, it is unavoidable. \S'e givt‘ the l>aekw’ard man sv'ctirity of tenure by saying 
that lu‘ cannot alienate his land, so that he cannot become landless. 

8470. Do you not think it is neee.ssary to take sorm^ sptoial measure to scat timt Iio 
gets money on fair tc'rins ? — 1 do not. know how it is pc asihlc. It is only a question of 
v\’iu tlier such a man is abb; to repay or not. 1 do not think a man say of tlu‘ koli c:lass, 
who owurs land under rostrktted tenure is any wa)rs(': oil than a man of the koli class who 
owns his own land. 

8471. You said that there are certain approvcal aieas in this division, in 
which agriculturists could get iaccavi under the Agriculturists' Loans Act, whereas in 
other tracts they could not. If there i.s any special tract to ho added to tliis numl>cr, 
is there any difiioulty in tloing that ? - dlovernrmaut can do it at any time if a caso 
is made out. 

8472. As rc'gards Inud improvement, do you think thcare is no ditlieulty felt by people 
in taking up land m])rf.)\ ('rnent scru mes ?— 1 tliink UuiJ a man who has sorrie reasonable 
scheme ior improving las land i.s ordinarily able to olttain mon(‘y. 

817d. 1 believe the Agrieultura! Cc/rn mission pointed out that some pec^ple do not 

know how to prepart'- saich reasonab t* schemes, and that there should be some agency 
to indicelc to the e pc'ople liow' to pre pare souncj .schcuuce. Have you any organisation 

of that sort ? We liave nothing specially de v'oted to Lhal, but we have advisory 

depart ments, which are always ready to assist anybody who wants lo know whether 
a scheme would Ik; suec^essful or not. 

8474. Would lad; of teelinical advice*, come in the w^ay of people going in for land 
improvement on a large scale ? -For ordinary iand improvements, such as waill digging, 
certainly in Gujarat the lietter class cultivator has very great expedience and know ledge, 
and he is generally able to say whether a jmrtieular scheme wauild Ix! u.sefid to him or not. 



It is only in mon> advanced schemes such as levelling with tractors or instalment of oil 
engines that technical advice is required. 

8475. Professor Kale : Some witnesses who have appeared before us have told us that 
many village money-lenders have withdrawn from the business on account of the adverse 
effect that has been produced on their business by the Dokkhan Agriculturists’ Relief 
Act. Do you not agree with that ? — No, # 

8478. Is there much land held under the ordinary tonure by backward 
classes ?— Yes. * 

8477. la theix’i a tendency for land pass from their hands into the hands of advanced 
classes or money lenders ? — I think the tendency is not very great. 

8478. Do you know if there are many agricnkural money-lenders ? Do you think 
they arc better than professional money-lendei’s ? — I see no difference between 
them. 

8479. In some districts we have boon told that the agriculturist money-lender is worse 
l)ecauso he has an eye on the land. Do you think there is some truth in that ? — Yes, 
I think there is some difference. As a matter of fact many of the agriculturists do hold 
land. 

(The witness wntlidrew.) 


THE AHMEDABAD MILLOWNERS* ASSOCIATION, AHMEDA3AD. 

Replies to the Questionnaire. 

SErilON I. 

Question 1. — It is difficult to descril)e the present system by which the agriculturists 
t)f the district obtain liiuUK'o from time to time in the absence of accurate statis'ics 
compiled after detailed investigations and published by Government. The question 
of agricultural finance and indebtedness has been recently handled by co-operative 
societies, co-opeyrfttive banks an<l village shroffs. Agriculturists usually obtain financial 
help from village shroffs and eo-o|>crative institutions for expenses during cultivation 
or for capital and pt^rniaiuTit improvements. Even during periods of failure of monsoon 
these sources are; tapped by them for temporary relief. 

During times of flood and devastations Government render assistance out of famine 
funds. Growth of co-operative banks and societies seems to have improved agricultural 
credit during recent years. Co-ordination bi^tween Govcniraent and co-operative agen- 
cies is gradually increa.sing, btit the illiteracy prevailing among the agriculturists prevents 
them from coming directly in touch with such agencies and Government bodies. Until 
the agriculturists arc capable of undci-standing their rights and responsibilities and 
are able to deal wfith problems vitally affecting their interests there is little 8coi)e for 
improvement in that dirt^ction. 

Question 2. — Principal crops are marketed either by the purchastjrs of the locality 
or the district, or by big merchants and agents of exporting firms, Eormation of pools 
or co-ojMjrativo agencies in marketing agricultural products are very helpful, particularly 
owing to the rate of inteioet which would be comparatively low under such arrangements. 

The AhmediilHid Milhiv^ners'' Association^ 



MoTit‘y at <hca|> i>ate tliroiigh sov^cmrs, shrqffa, banks, and (Jo^enutncnt mgeiiCy durinf 
marketing mumm would prove a better credit facility for the agricultunsts. Bank 
rate jdiould be feef) a it« !ow*est level during periods when money is lequired during 
the pixjoess of nmrkotiing so that tht' produeer and the purcliasor might have better 
facilities and fsaasy dnanee. Inlro»fiuction of licensiHl warehou es on certain railway 
would alt*? retidcr assistaitce in this matter. Spe<ual efforts are needed to bring 
the original jyrodi.icrrs’in direct touch with the purchasing agencies or merchawts^ without 
the interxention of mkidk*meti or stnall brokers or motiey-lender*. Sight hundis and 
hundis ptiytdDlo after a |>erk)d of <x"rtam number o months are ustially current in the 
district. Such Awadiy arv htdd by merchants, shroffs, or eoinmission agents. 

Question 4. - it is «iKiei*stood that the question of land nn^rtgage banks or agricul* 
tsural Ijariks is onde sctrius corisidcratiori o the<loveniiiwj<it of Bombay aitd it i* be ing 
vxarnififed by difteneni diviaionnl Iwards ot agrundture in the Presidency. X"he Madras 
<h>venuiH*iit have leccntly aJppix>ved a ^clicnie for a omlral land mortgage bank on 
ia guaiuntee of 5(> lakhs by way of interest for fiv-e year in the initial st«ge. 

Question 5,— Ain estimate of the existing indebtedness of the agricultural mass(»s 
is av^iilable from tiie He]X3rt of the Spocial Errquiry into tlwi Second ilevision Sottle- 
tnent of Ihe Itardoli and Ch^onifsl tafuJeas recently p^iljlished by Clovemment. ijJoneral 
details with s^xx ial instances arc n^corcM on pages bfk 64, and 66 cf that report. 

’’lire piroocsa of tbe; cnforcefm^^it of the old debtiS and the passing on of the 
landed pro}x*rtv into tDie hajufs of the <^Todi tors materially reduces the efficiency of the 
farmers and takes iiway from tliem dtw' incentiNx? to produce more in an efficient and 
better naanner. 

QT'ESTio.n 6. — CVitkai-gitinitig footories atod snlM?idiary industriosj like gnr (molasses 
making, nrejwiring of h«;iTKk spinning snd hand-xvfvaving are foun<l suppkmiental 

to agrienltiire in tliia distrkt. There is a gwat ckmrth of yvibsidiary industry in villages 
and OovernJnoint siKniki tm'kk? Uiis proWom ut an early dak' so that cottage imlustrien 
M ill l\X'ep the agik'nltunsts buay during such pt'riods of the when they have praC' 
tically no wx)rk. lgl^^^f^nce and urieconomk* habits of the tillage masses are the chief 
vauses which f)rr\ent ttx*. gn-^wth of cottage industries. Extreme illiteracy should he 
first nmroxvd by ad(X|ijaite j:>r(^vision of arrange n^otits for giviwg edixathui. In order 
to assist the agrk iiltnrists <^k'cek>pme«it of industries slwojJd be so made a,® would ab«(jrh 
the surpluw jvjpiilatkm of tla^ villages, iess<*n the p?\*^sutx^ on laivd and increase* the earning 
capucity of idk* |x)pii!ation. Growth of imlustries and aljrsorptk>n of surplus poy)ulation 
s^ide by skk* would m we tlxi ’staUKl«ar<i of livirig and irx rea,«e the wagfveairning cjtfwuvily 
of agrH u’tural Inixnii'. 

QinESTTON" 7. - Itekitiotjs l)etween imligr^ixnis banks, joint stock banka and the Imperial 
Bank of India coukl ik> doubt he said be satis "aebiry ; trowever, the basis of 
co-operation a*K] co-o*xiifiatiou is not sitch lis would prove beneficial to the r<M|ttirenjents 
of the agrkultnrist^s and ^shroffs, -and similar other financiug concerns, 

SfiJCTION 1 1 , 

Questio'S'S i, 2 AND T.- Banks and firms of receive deposits, grant loans, arrange 

remittance of money to outside centres and negotmte hundis and drafts received by 
merchants, mills and private individuals in Abme^labad, The trade and industry of 
Ahroedabad being ( hiefiy eoneemed with the pureViase of cotton and the sale of rottou 
piece-goods in AhymM-labad arjd other ix*ntYcH tif India are assisted iu financing operatiom 
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hy }octil firmH of shroffs and bank«. The capital invested and the vohime of l)U8ine&e 
done arc considerable, Ahmcdabad being a great centre of cotton purchase and a 
distributing centtc of cotton j»ie('(vgoocis manufactured in about 70 local cotton mills. 

Question 4. -Sight hundis^ maturtng after a period of certain months, current 

account loans, cash credit, promissory iioUjs and over-drafts are the instruments of 
credit in local banks and of local bankers and shroffs. 

Question 5, — Terms and conditions of loans and cash credits depend upon the party, 
ftecurity otfered and the prestige, and status of a firm. Funds to meet market demand 
are providc^d by local banks and through /iw /id t*- received from other centres for purchases 
made in Abrnedabad. The rates of interest vary from to 7 per cent, according to the 
season and the siK-urity offered by tlu^ party. 

Question 0. - I'be general practice with shroffs iii to iK.mrovv raoney from 

one another, and if nei^cbs be from banks, for their daily transactions. On the basis of 
current account or sborl-tenn deposit such transaedions are mutually efTeeted. An 
indigruious system of clearing is obtainable in Icxad shroffs who settle mutual accounts 
every eyciiing. 

Question 7. - There are no prejudiees against indigenous bankers or shroffs inAbmed- 
abad and the systcn\ obtairu'.d at present has sulfa ient ])i ote<‘tion in law. The dealings 
of this ela«s of bankers with tlu ir elieintele are conducted on sound iines. 

Question 8 . — The fountain-head of obtaining .money is the Imperial Bank. If greater 
Co-ojicration and easy methods between shroffs and thc^ llank could be (established they 
would prove much more servicHxible to the ^x/mmunity. Shroffs acf' more inclined to 
obtain additional finance from thoir io\\o\(-shr<jffs Ilian from tlie Imperiai Bank. I’he 
Bank, which receives deposits and heavy amounts from (Jovm'ument at clicap rate of 
inten'st and evtjn free from inter(>st, should givt^ the «/iro//'s’ 1 Ih‘ same facilities svhieh two 
derived by tbein from dealing among themBelvx's. Tin* Bank authorities on the spot 
should to come j/ersonally in touch with local shroffs and should have freedom to 
fi certain extent to advance money to seleidcd parties on the lines on which similar 
advances ate mad(' by one shroff io tlie other. By a gradual (h‘ velopiruuit of t}ii.s typo 
of eo-oporation and eo-ordiuation lietween indigenous bankers {shroffs) and the 
Imp(.Tiu't Bank the indigenous banking system in tlu? country could Ik‘ greatly improved 
and rendered more serviceable to the community. 

Que.stion lO.^Facilitit^s of easy access and full eo-operation between indigenous 
bankers, shroffs, co-operative banks and societies, and banks esiablished ns joint slock 
companies with less rigidity ami greater ease would prove helpful in linking tlie indigenou.s 
banking system with the central moncy-i^^rket and provincial capitals. Establishment 
of a branclj of each institution assisted by a local directorate or a committee of 
advisers in each important centre of the district would be a direct step in securing such 
co-operation. 

Question 11 .- During certain scasonR when the marketing of crops is over, and 
particularly in monsoon, some extra amounts of money remain in the district in the 
hands of indigenous hankers without immediate omploynumt. At such times considerable 
amounts tlow to the provincial capital and trade centie.s like Ahmedahad, Baroda, 
Surat, etc. 
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SECTION III. 


Question 1. --Banks and aru the ohief resoum^s for irivestmout and attraction 

of capital in tins province. Co-op(>rativc societii's bariliii and indigenous bankers provide 
facilities of investment as well as of rmancing trade, industry and local transactions. 
Insnraiue <‘ompanies, on thecontrary.takeavvay largo amounts to provincial capitals or to 
foreign countries without the facilities of the circulation of that amount in that locality. 
In seven hundred thousand villages of India the masses are practically illiterate, ignorant 
and unabh^ to grasp the significance of civiJi.stni methods and current progress. Millions 
of people thus keep aloof from banking inslitutions and similar other facilities. Owing 
to their extreme poverty they keep their sc^anty savings in the form of silver and gold 
ornaments on their own person and utilise them when thc*y come in need or are pressed 
under hard cinnimstances. This cannot be ealled hoarding as it is not the surplus or 
Huptufinoiis w'calth of such people. However, large amounts remain idle in such circum- 
stances and no interest is obtained out of t^ie same. Social customs, traditions and 
religious beliefs also come in, the way of lessening the habit of keeping some amounts 
in the form of ornaments. In several eases due to such customs and beliefs people have 
to go in for ornan\ents even by incurring debts. In case gold standard and gold currency 
b(? elleetiveiy adopb'd in the country, greater coMfid(mce in the public mind would tend 
to reduce the amount of njonies remaining idle. I'he very feeling of continued confidence 
of the peoj)le to t hc! effeet that gold will be made available to thtun whenever required, 
due to the adoj)tion of gedd Hiamlard and gold eurn'ucy, will convince them and iuduco 
them to keep tlicir KavingH in interest bearing securilit-H or instit utions. 

Question 2. }^)stal cash <;ertificates arc, no doubt, an inducement to small investors 

to invest tlu'ir money with Governinent under a good rate of inter(‘st ; but the same 
affect indigenous bankers, shroJfH and banks unfavourably. Largo amounts wLich 
would have, (easily ('ome to such institutions are taken away by Government at a higher 
rate of interest. This creates unfair competition between (h>vernment and other bankers, 
and as a consequenee thereof trades and industries are unable to receive that assistance 
from indigenous bankers which they would be enabled to reec'ive wdien Hindi bankers 
Jiave with tln-m investments at cheap rate of interest. In view of the' system of savings 
banks prevailing in sevi^ral banks, postal cash <?crtificaleH, which olfer attractive rates, 
are not dt'emed desirable. 

Qite.stion L— Since the alx)]ilion of stamp duty on clieipjes tin* growth of eheque 
habit lets bei'ome more evident. Gbeques arc now ijuieasingly used by all classes of 
population in the city and wdierevc:!* facilities of encashing them are obtainalile tliey 
are used in village centre.s. Government, servants and bank ernployecB art* usually 
traiiKxl in tlie s^'nlem of cheques, but some measures should be adojited to make it 
popular in villages. The use of vernacular scripts in banking wuiuld bo of asshstanco 
to village population. 

Question 5. — Since times immemorial the system of investment and indigenoua 
{shroff) banking is obtainable in India. The financing of the whole country was based 
on this system and it inspired great confidence in the public. The alow growdh as com- 
plained of during recent times is largely dne to the currency policy, illiteracy, want 
of industrial de\<^lo})mcnt under modern methods, absence of banking facilities and 
paucit y of the resource s oi the agriouitural mas.ses. In olden times though small amounts 
were kepi in investment, the hoarding of commcxlities in villages which were practically 
sdf-i:upporting afforded the agrieultiirist greater facilides for his daily maintenance 
and devotion towards his jiroductivc undertaking, cd., farming. 
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Tlie Ahnietiabad Mifiowners' ABHociatiort waw reprew‘rittHi by Mr, SAKAI<LAL 
BALABHAI, Vice-PreBidt^t^ Mr. SHANTILAL MA^NGALDAS, Honorary 

Secretary, anti Mr. (»(>RI>HANDAS I. PATEL, Secretary. 

Oral Evidence. 

8480. The Ckuirnutn : Mr. Sakariat, yoii aw thu V'ioe-l*rosicfei»t of tfio jVljiixidabatl 
Millowners* Aiisociation ? — Yea. 

848 1. Mr, Shantilal, you are the Htmorary Seoretary ? — Yes. 

8482. And Mr. Patel, y<xu are tla? Seeretaiy of the Association ?— Yea. 

8483- We are concerned with internal trade only. We want to know Ikow it is 
financed here. Where do you send your (rloth ? — {Mr. Sakarlal) : Moet o' it is sold to 
local merohaiits. They in their turn export it to their oustoniers. Sometiirxes vve send 
it up-country and other jdaoes where our eommissiodi agents sell it. We keep our clerk 
to supervise the sales. 

8484. Have you here the system of guarantee brokership as they hav’Xi in Sholapur ? — 
Our sales are guaranteed. 

S485. When you sell your olotli to merchants liere, do you get oasln or do you give 
them credit ? — We have to give credit for 12 days. We have a ooinvention established 
here between the local clotli merchants and ourselves (the Association) and we have 
to allow 12 days' credit. On the 13th day, they have to pay the money, and if they 
do not {>ay it, j:H*r ceiU. intert^st is charged, 

848(1. Is it the custom for the mills to wait for 12 days or do they issue hnndia 1 — 
They have to wait for 12 days. 

8487. Do you know whether the merchants in their turn atdl the goods up-country 
to outside merchants for cash or for credit ? — They sell ft>r creiiit, 

8488. Is it usual for them to issue hmulis in this case ?— Yes, and the up-country 
merchants send hundia. 

8489. How many days’ credit do thea*^ merchants give ? — It dejKimis uixxn the party. 
It ranges from 14 days to two or three months. 

8490. Is there no tixcMJ time iitnil ? — No. 

8491. Dt.» they charge interest ? — Yes. 

8492. If at a parti<?ular time a mill has a large quantity of cloth on hand, are there 
facilities forgetting finance against the security of the siiid cloth There is no particular 
system hare. 

8493. Do you think that such a ay stem is desinihle or nec^e8sary ? — Of course, it will 
help industry. It is necessary. 

8494. Does not the Imperial Hank arrange for such finance ? — ^No. 

841>6. And as regards your raw produce, do you buy it partly locally ?-T-Yes, and 
from up-country and from Surat, Kathiawar, the Deccan, the etc. 

8496. What is your system t Do you send your own men to buy it ? — We buy through 
commission agents and at times we purchase through local men also. 

8497. Do you pay them as soon as you purchase the cotton 1 — Yes. 
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8408. Is no credit allowed ? — It dejieiids upon the merchant and the mill. If the 
merchant has facilities he might give credit for some dav^s, but not generally. 

8499. We W'ere told in one or two districts in Gujarat that an agriculturist is not 
paid for some time by the local purchaser ?— We pay to the local man at once. 

8500. So far as the purchase of cotton by the mills is concerned^ there is no need for 
any hnamre, is not that so ? — Not in case of their credit from merchants. Of course 
if the credit is there it will facilitate easy working and better buying but such is not 
the usual practice here. 

8oOl, Can you tell to what extent the Imperial Bank is helpful to the mills ? — It 
is helpful in no way. 

8502. Does it not finance the mills at all No. 

8503. Neither against the produce nor by giving credit ?--No. {.I/r. jShanJilal) : If 

the party is quite sound, the Imperial Bank would come forward to finance it but such a 
first class party w ill not have an opportunity of getting a loan, from the Imperial Bank ; 
and if a weak party is in need of a loan, the Ira|)erial Bank will not finance it. This is 
the difbeulty. 

8504. So in some cases tiiiauee is required from the Imperial Bank and it is not 
available ? -Quite so. 

8505. Docs not the Imiicrial Bank adviuice against sc'curities Paid) : Its 

methods, are too rigid, and they arc not likely to l>e taken advantage of, so long as there 
are facilities for obtaining finance from other sources. 

8506. Do you get those facilities from other source.^ ? — We get better facilities with 
less rigidity. 

8507. But does not the Imperial Bank advance against goods ? — There are certain 
systems and rules wdiich prevent borrow'ers from going to the Imperial Bank. 

8508. Whaf are those rules ? — Renewals at three months and atlditional securities. 
I do not know' exactly what the full details are. (T7r. iShavtila{) : Generally the 
Imperial Bank does not advance money on the cloth of Ahmedabad mills, 

85u9. Do they advam^e on the cloth of mills in Bombay ? — They do advance on 
English and foreign cloth. « 

8510. As regards the rate of interest, do you get biitter tcrniB outside ciian from the 
Imperial Bank ? — Yes. Usually the terms are better, there are less formalitieH, and the 
})eriod is suitable t^o us. 

8511. So far as the present practice of the Imperial Bank is concerned, it is not of any 
advantage compared with all facilities you get from outside ? — No. 

8512. Is there any way by which the Imperial Bank can be made useful to the mills 
here ? — (Mr. Sakarlal) : It can give loans to the mill on credit, 

8513. 'With sureties ?— It can give loans even without suitjtios, in oertain cases. 

8514. Under the present Act it cannot give loans without sureties, but then <he Jaw 
wdll have to be changed ? — Let it give loans with sureties, but if it begins to advance 
with leas rigidity, there w'ould be better facilities for mills. 

8515. You say that the rate of interest is lower outside ; but it cannot give you at 
H lower rate interest and at the same time afford you better facilities ? — No. 



Do mills here receive deposits ? — Yeu, 

HolV. (■'an you tell m what are the rates of interest paid on depodts ? — They are from 
4J per cent, to B per cent. 

Hdl-S. Does the rate of interest remain the same throughout the year ■‘— 
{ Mr. Shantilal) : It <dianges according to Bcason. 

8519. For deposits also ? — {Mr. Patel) : Not for fixed deposits. 

8520. Do mills gfd accommodation from indigenous shroffs ? — (ilfr. Sakarlal) : 
Yes ; the mills get accommodatiori from indigenous .nhrojfs to a large extent. 

8521. How many such akrajp; are here ? — There are many big iiknfffs here. 

8522. And from tliese ahrofjs you can get advance easily whenever you require 
them ? — Yes. 

8523. You have labourc^rs hero. Is it a fact that they are very much in debt ? — • 
Not all. 

8524. Where do they borrow from 7 -From money-lenders. 

8525. At what rates do they borrow from money-leiiderB 7 — They borrow at an 
UHuriouH rate from ]‘athaiis. 

8520. Arc there many 1‘athaiis hero 7-“-Yes. 

8527. Apart from the Pathans, do not the ordinary inoney-lendcrs advance them 
money 7 — They do advance them money. 

8528. At what rate do they advance them ?- -It is between 12 and 18 per e('nt. The 
Patliaufl charge one anna or two annas per ru})ce per month, llxciently their number 
is Ixung red need. 

8529. Thai is to say that they are going away ? — We set^ usually a le.s.ser number 
at mill gates now than before, 

8530. Is this an indication that the linaneial (condition of labourers has improv(^d ? — 
{Mr, Pulel) : Thf;y might be gf'tting better facilities from local resources or there iniglit. 
lx> too jnuch harshness on tlu' part of Pathan.^. So that tiiey were afraid of taking money 
from thorn. IHmre is Labour Union here, and it has iK’gun to advance rnom^y under 
a scheme to labourers. 

8531. Do any of the' mills finance agriculture ? Sakarlal) : Not directly but 

indirectly the mills linance agriculture, that is to say, by buying up tlicir cotton. 

S532. Do they not tinaneo for cultivation purposes even indirectly ? — No. 

8533. Is the bulk of the capital supplied by soierars to agrieullurists 7 Yes. 

8534. And to a (xrrtain extent, it is eupi)lied by <'o-operative soeieties 7 - Yes. 

8535. Do your mills come in contact with co-operative cotton sale societies ? — 
{Mr. Patel): Very rarely. {Mr. iShantilal) : Our commission agents arc working in 
diilorent places and they come in contact with them. 

8536. How do you find that system from your point of view ? — That i.s Ixdter. Wo 
call roly on the quality which we purchase from them tiian from others. 

8537. Do agriculturists usually soil their cotton in their villages or do thcN" bring it 
to some market place {Mr. Sakarkil) : There are two ways. Some traders go to 
villages and buy the eotton and some agriculturists bring their crop to the market. 
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8538. Df>es ao agriculturist get the same price in the market as be gota in his village 
or does he get more ? — It depends upon tiuctuatioiis. 

8539. If there are facilities available for them to get some advance against, cotton# 
do you think tliat more agriculturists would bring tlieir crop to the market ? — Yes. 

8J40. Are there any warehousing facilities in the Ahmodabad district No. 

8541. Is there keen competition amongst the buyers ? —Yes. 

8542. Do agriculturists usually sell their crop to gin-owners?- (.I/r. Shaniihil) : 
No, not to gin-owners. This system does not prevail iicre. 

8543. Do (;ther merchants buy the cotton and get it ginned ? -Yes. 

8541. Are you aware of the Jiccuiscd warc'house sy.-^tcvfu in America ? — No. 

8545. The sy.stern is this that there is a certain Dumluu- of M an'liouscs which are 
lictuised by Government, Tlic ]i(rcii.sce has to k(H‘p a man to classify his cofiou, and 
the warehouse.s are under the inspection of Goveniment inspectors. When an agricub 
turist does not want to sell liis ('ot toji, it may b<‘ kaiuts nr ginrH‘d cotton, he keeps it in 
tlie licemsed waichouse and a n;ceipt is given to him .slnnvirig the cjuantity and quality 
of his cotton, so tliat any financing agcuiey is assuri'd that the receipt expr'issses the value 
of tlie cotton and it can safely ailvance money against it. The ag’-iculttirist. thondore, 
can ]i(>ld up hi.s cot ton for any length of time. 

8540. l>o you tlnnk tliat .such a sx^stem i.s r.ece.s,sary or (.lesirablc hm'c ? -- 
(J./r. Nu/.-ar/u/) ; It is n<-C( ssary as far as theory is coneernefl. It is ncce,s.sary in the 
interests of agriculturists and iudusti-ies also ; but how far it will work has to be seen. 

8517. Instead of having sur:h licensed warehouses, supposing thiu'c am oi-dinary 
warehousi's in Aliniedabail (»r in some markets and facilities arc atlordcd t(» the producer 
to g(‘l an advanre of 5tt or per ci rit. of tlie value of Ids }»rodiu-(\ can h(»ld vij» Ids 
(u-oj), if insiessary ; can he not Fatd) : \\y whom are tlie faidlitii s to be given ? 

8548. blither l>y ('o-operati ve banks or by shroff, 'i. This i.s done in other districts ? — 
( Mr. Salnrlal) : Will tlui warehouse do the work of .selling ? 

S719. If the warcliouse is maintained by a commission ag( !il, can he not s(41 tlio 
(Top ? — 'riiere is the fjuestiou of conindssion. if an agrii liU urist has to undergo a 
greater expensi' by this method he would not go in for it. If he thinks that by sidling 
immediately his produce he does not lo.se much in cnm}»arison with his croj) 
if warehoused, naturally he would not gti in for a wareliouse. If an agiiciiltmiHt .sells 
kapan in Ids own village he. has not to pay any t-ommis.sion. Uc sells it directly t.o 
tin* trader. 

85oO. Do you think that agricuHuriHt.s will go in for such a .sy.stcm ? If they realist? 
the benetits of it, I think they will go in for it. I liave heard about licrai . 

8551. Do jou think that under the pre.sent cin'umstance.s of mai keting, an agriculturist 
is getting a fair rate compared wdth the market prita;, or are there any losses on the way ? 
Tor inst ance, in Broach we were told that Kometimes vandha^ are raised and an agricul- 
tiiri.st is made to ac(?ej>t an appreciably lower rat(‘ than wliat was fixed before ? - 1 do not 
think that there are such vandhrw here. 

8552. \5Tat is the practice here ? Is the price of cotton paid at once wdien it is bronglit 
to the market and sold to the trader ? — Yes. The trader will take it to the gin and then 
he w ill unload the cart and examine the cotton whether there is any mixed rpiality. 

8552. Does the trader usually find soim* difficulty with the eotton purchased ? No, 



8r»54. You say : '' Tnlroduotiou of licensed warehouses on certain railway lines would 
also I'tuider assistance in this matter.’^ Why do you want warehouses particularly on 
railway lines Patd) : It will l>e more convenient t4j send ginned cotton from the 

station. 

8f>i)5. Are rnudati h:nndis common here ?- -They art; very rarely used here. 

855(1. Were they common some years ago ? —They were not so very common in this 
district, 

8557. I)r> you think that it is so la^cause people have no confidence or is it hec^ause 
there is a stamp duty on it ? — People now obtain money and pay iniraediale‘ly instead of 
w^aiting for months. They can get financial assi.stance fnun any source. They would 
not like to take this risk. 

8558. Do you think the act that a mudati hmuLi has to l)e stain { xhI has anything to 
do with its un]X)pularity ? — Yes. 

H559. Would a reduction on the stamp duty increaux^ the. numl:H*r ? Yes. 

8550. Cian you give us any estimate as to the amount of finance w hich the mill industry 
here gets from tthmfjK V -We can give you tin* tigurcsof sale of cloth whi<*h will give you 
an indirwd- estimate? of finaru'C. 

85()]. Can you supply tlu‘ figures to us later on ? - It is impossible to supply you 
these figiire« because sonu^ cloth is sold IcH’aliy, some is sold r)ubMide, some cotton is 
purchased here and some from outside and, therefore, to find the actual amount 
in eirculation bf'tw'CHUi the shroffs and the mills is very difficult, 

8562. Can you give us the figures approximately ? It would amount to 4 to 5 lakhs 

every day. {^fr. f^hanlUrU) : This will be the value of < loth sold by all mills every day. 

8561k From this amount, how w'oiild \x)u deduce the amount you get from ^hroffx y - 
I’ntrioM ar«) ina<l(> Iwl tlx’i firms of ukroffs and otlior nicndiants. Fnim fltaso f-ntrios 
it can be roughly ealculaterl. The cloth mendiants here have accounts with shroffs^ 
otherwise they will not able to pay on the 12th day. lOach and every cloth 
merchant keeps an account with a shroff. Therefore the shroffs indirectly finance 
the mills. 

8564. In question 6 you .sixmk alniut cottage iruJustries. Have you any practical 
suggestions to make as to w hat kind of cottage industry should be intrixlueed her(* ? — 
{Mr. Paid): E.xeepl hand -weaving and hand-spinning mentioned in the statcmeid, 
we cannot suggest anything more. 

8565. 1.S there much hand-weaving done in this district ? — Yc.s. 

8566. What kind of cloth do they weave ? — Khaddar. 

8567. 1X> your mills turn out khaddar ? — {Mr. Shaidilal) : In particular seasons 
some mills turn t>iit kkfiddar. 

8568. Is there much eompedition betw*ccn mill-made khaddar and hand-made 
khaddar ? — No. 

8509. Has the mill-made khaddar industry .affected the production of hand -made 
khaddar ? -No ; not to an appreciable extent. 

8570, Who are the people that take tn khaddar VreaVing ? — The lower class people 
in villages take to it. 
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1>57l. Are tbey able to sell the Iftaddar at once or do they have to wait ? — Somotimej 
they have to wait and they sell it at a lower price. 

8572. Ar© there many such people carrying on this huainess ? — This cannot be said 
now. There are some poc^ple from the lower class who take to this business. 

857.3- Do these people who turn out hand-made hhaddar require a certain amount 
of financial assistanoo ? — Y^es. Sometimes they get yam from merchants and give 
the cloth to them, and a certain price for the cloth is paid by the purchaser. 

8574, Why do you ^link that any co-ordination between indigenous banks, joitjt 
^itock batiks and the Imperial Bank will not be beneficial - 1 say that it is not existing 
sat present. 

8675. Have yau any dealings with the taJukas here ? -Wo have no direct 
dealings. 

B576. In the tolnka^ so far as trade is concerned, would it be correct to say that most 
of the financing is done by the ^k7Y)Jf^ ? — Yes. 

8577. Does each fihrcjf work individually ? — Yes. 

8578, Have shroffs their firms ? — Some skroffi, hare partnermhip firms in difierent 
centres or they have tlieir own firms. 

8679. Do tlvey also do this agency busineBS in addition to linauciug ? — Yes. 

8580. Do you know of any cases in which a shroff has eomo to grief on aocount of 
his doing other businosB w hile doing ahroffi hiiainesa ? — There might be cases. 

8681. You say : “An indigenous system of clearing is obtainable amongst local 
shroffs who settle mutual accounts every evening”. Is it like the (■learing House in 
Bombay ?- -No. in the shroff hfi::ar all the jK^rsons who have transactions with mills 
assemble, as also the agents of firms. They mutuailj' settle accounts and ftavalas an*; 
given to each othiT as regards the balance. 

8582. In question 8 you say ; “ If greater co-operatiim and easy methods l)otween 
shroffs and the Bank could be established they would prove much more serviceable 
to the community.” What kind of co-operation do you sugge.st ? — The Imperial Bank 
should come into closer touch wuth the local people just as it is found possible in tlic 
case of ahroffa and the local p(X)pie- Now one shroff assists another shroff without 
observing all the formalities, Siniilariy if the Imperial Bank comes into touch with 
the local people, their authorities will bn in a position to know the position of 
other parties. 

8683* Are not the leading shroffs here in touch with the Imperial Bank now ?— Not 
by way of loans. They might have their accounts. 

8584. Are they (liseounting and re -discounting kundis from them T— Yes. 

8686. Are the mills in contact with joint stock banks here T — Yes. 

8686. Do they get much assistance from them ? — {Mr, Sakarlal) : No. We have 
only current account with them. 

8587. Do not som© people keep their accounts with them and transfer their funds ? — 
Transfer of funds and financing are mainly done by shroffs. The joint stock banks 
only tap money from here. {Mr. Paid) : They send about 90 per cent, of funds obt 4 i.iuwd 
locally to Bombay. 

MO Y 83 -47 



8588. So from the industrial point of view, their existence is far from being useful ? — 
{Mr. SfuiTUUal) : -Yes. The capital is taken away from here. {Mr, Sakarlal) : It i« 
more a hindrance in the way of local akroffa. Uptil now the rate of interest amongst 
the akroffs was 4i per cent. Owing to hanks receiving deposits at a higher rate, they 
have to increase their rate of interest to 6 per cent. 

8680. Is this not duo to the general rise in the rate of interest 7 — No. {Mr, Shaniilal) : 
Some people assert that because the money was going to the banks they had to raise 
the rate of interest. {Mr. Sakarlal) : So far as the Imperial Bank is concerned, it does 
not give even 6 per cent. 

8690. But as a business concern, a bank would try and it?ve8t its funds in a place 
whore it gets more profit. IJoos it not show tliat it gets more profit by investing in 
Bombay than here 7 — {Mr. SharUilal) : No. They w^ant a first class security. 
{Mr. Pafel) : But it affects the industries directly in certain centres where the rates 
are low. 

8691. What do you think about the postal cash certificates 7 Is the inve.stment in 
such certificates increasing or has it decreased 7 — It is inoreosing every year. 

8692. When there were no postal cash certificates, where were these amounts 
invested ? — ^They went to the mills and to the shroffs ^ etc. 

8693. Were these amounts spent in helping the progress of the industry 7 — Yes. 

8694. Arc large amounts deposited in postal cash certificates 7 — Yes. And the rate 
of interest being higher so much capital is being locked up. 

8596. Do you think that if postal certificates had not absorbed the money, it w'ould 
have been useful for your industries ? — Yes. 

8696. Do agriculturists invest in postal cash certificates ?— They invest in thtun very 
rarely because there are no branches of post office with saving hank accoanl in several 
places. 

8697. In oases where there are such branches of post office, do they inve^st in 
postal cash certifioates ? — But the formalities and other conditions are not suitable 
to them. ’ 

8598. Can you. suggest any way as to how best their savings can be utilized, if any 7— 
{Mr. Skaiitilal) : They lend amongst themselves. {Mr. Paid) : if they have some 8urplu.s 
they w ill go on spending it in merry-making and in celebrating marriages, etc. 

8599. Do you think that if there was gold cmrency, people would actually invest 
their money and put their mone}^ in banks ? — Yes. 

8000. Or would they rather hoard gold ? — No. On the contrary more confidence 
would be created by the establishment of gold currency, and that greater confidence 
would bring out certain locked-up moneys which are not producing interest in the country 
for the purpose of investment. The effects of the exchange and the w^ant of confidence 
of people to obtain gold at emy time they desire to obtain it are at the root of the whole 
evil. At that time people wore not so much educated and had not developed that 
consciousness, but now there is greater consoiousness in vogue, but the facilities are not 
at their hands, 

8601. Do you think that people are more inclined to save and invest in banks now 
thai\ they w'ert> incline'd to do before 7 — Y'es. 



Pr 6 fm» 0 r Kale : In view of what you suggest with regard to the work that ia 
done by shroffs, it appears as if little cau be done by the Imperial Bank or by joint stock 
banka to help trade and induetrios ? — {Mr. Sakarlal) ; Yes. 

8G03. Are you of opinion tl^^t very little can be done bt" the Imperial Bank to help 
the trade or industry unless it brings down its rate of interest ? — Yes. And also it must 
oome into touch with the local public. 

8604. But the lending rate of interest of the Imperial Bank depends upon t he genera! 
'money market in the coimtry ? — Yes. 

8605. Do you think that its rate is high and at times very high Paid) : 

Not so at present. It is not so high a« compared with the ordinary bank rate. 
In seasons it is very high, 

8606. Do you think that something ought to*be done to keep it at a low level so that 
it may be in a position to advance money at a lower rate of interest ? — Yes, if tins is 
possible, it can help the industry, 

8607. Otherwise the Imperial Bank would bo of no asBistance to induHiries and to the 
State and it will not pt^rfonn its actual national function, is this your view t — Yes. 

8608. Do the mills here buy cotton for the wlK»le of the year at once ? — {Mr, Sakarlal) : 
No. [Mr. Shaniilal) : During the Bcason we piiichast; u lot of cotton but not for the 
whole j^'CMir, We keep three inontha’ stock always. Otherwise during the season, we 
purchiise a large stock. 

8661). The Chairman : W’hf're do(^H the cotton renuiin ? — In additiori to the stookN iti 
mills, it remains in the gotlovvns of nierchanl.s. iherc are some traders also who are 
not actually cultivators and w'ho have their godovvns. T’ncse traders Htock their cotton 
in their own g^xiowna. 

8610. Do they get an advance from the Imperial Bank ? --(Air. So.karlal) : No. They 
get advances from shroffs. {Mr. Shaniilal) : The Imperial Bank totally ignores them. 

8611. Does not the Imperial Bank advance in Bombay i'— But- here it is very strict. 

8612. Pro/essfrr Kale : So the work of storing cotton is done by thcfio merchants and 
they are financed by shroffs ?— Yea. 

8613. You socm to suggest that much of th<* money, w’hich goew to-day in the ahapo 

of postal cash certificates, would have goiU3 to shroffs if there were no postal cash 
certificates ? — Yes. * 

8614. Is it not a fact that most of the pwsons who invest their money in postal cash 
certificates are^ Government servants who ordinarily would not have in vestfui their money 
with shroffs ? — {Mr. Patel) : W'hat was the position before the cash certificates camo 
into existence T 'Wherever it was invested, say with shroffs or mills or private banks then, 
this money has been subsequently withdrawn from them and taken to this Government 
source. 

8615. Is this your impression about what happens in Ahmedabad ? — Yes, and also 
generally in the district. 

8016. Suppose the rate of interest on postal cash certificates were reduced, do you 
still tiiink that money is withdrawn from this source to Government source ? — Yes, but 
if the interest on them is lowered the effect would l>e l<3ss. 

8617. You want that the rate of interest should be 4 J per cent. ? — Yes. 



Ml 8, The Chairman : Vau ai«y that Hn»rdiant» keep eotttin for nionJLfas together amJ 
get advancea agmngft CfOtton. Now thd« capital is locked up for months together. Would 
it not be poBsible to have a system of trade bills against this cotton which would 
be negotiable in the market ? — {Mr. Sakarlal) : In this case also they have to take 
money. * 

86111. But it will bfi in circulation ? — These bills will be honoured {wovided cotton is' 
kept in a licensM warehouse, othorwdse not. 

8020. Would not thc^c bills to a certain oxtent relieve the money market ?— Yes ; 
they w'ould relieve to a certain extent the money market. 

8621. Mr. V, L, M chief : For the attracriion of larger investors in a place like Ahmed- 
abad, do you think that any further facilities for investnid)t in Government w?euritie» 
are required ? J/r. Paid) : Except a sound currency jK>iicy and easy iiKiust ria! financo 
there is no other facility that is required. 

8622. You say : “ The use of vernacular scripts in banking would be of assistance to 
village pf>pulatiou.” Are vernacular scripts generally usw'd and accepted by the local 
branches of the joint stO(;k banks? — Not all vernaculars are acerq)Usi. Hundw arc 
ae<M"pted. 

8C2'{. Are not ondorsementa In vemacular accepted here ? — W’ e have no such practice 
here to a very large extent. 

8624, You suggest that yo^i derive very littk^ assistJUK'e from the jcint stock Imnlia ? -*- 
V'cH. Except by having one’s own money, very Htlie asHistauce ia tk’rived by one from 
them. 

8625. But surely are not th<' lules of joint stock banks less rigid tlian the rules of tlifcr 
Imperial Bank ? — Still the result has not la^cri very favourable. 

8620. With regard to ffhroffs with whom most of the millovaers have dealings, arc 
all the shroffs local shroffs, or have tl\ey any dealings in Bombay T — 'rhey arc all lotsal 
shroffs. {Mr. Sakarlal} : Local shroffs have accounts in bkvmbay. 

8627. You said that there is a practice for tlw* Tinporial Bank or for other banks to 
make advances to mills in Bombay against thtvir goods ? — Yes. 

8828. Yc\u also said tlmt greater facilities were given for imported piece-goods ? — 
Ves. 

8629. Is n<rt this duo to the fact that they are warehoused in the Port Tru.-jt ware- 
houses and that i« why they advance money ? — Evon against k>cal gix>ds tlney advance 
money in Bombay. 

8630. It may bo due to the fact that there are Ixittirr warebousmg facilities in 
Bombay than hero -No. So far as the milU are coneomod, in both places the 
facilities are the same. 

8631. May it not be duo to the fact that they arc more in touch with the Imperial 
Bank than yourselves ? — -(I/r. Patel) : Or perhaps the Bank’s piant of view here may 
be ditTeront. 

8632. Have you occasion yourselves to remit nmoey to Bombay and get money 
from Bombay, or do you do it only through a Ixiiik ? — We have to remit money to 
Bombay independently. 

8633. l>o you get all facilities from the local bank ? — We do get fa<ulities through 
shroffs. 


'Thi' Ahmcdii^mH M iUoicyu^rs^ Assts'iatkm* 



8634. Da you tliiuk that in the interest of the industiy^ more facilities are required 
for remittance purposes Y — Yes. The working hours of the bank should be ohaiigeti. 
The charge for the transmission of funds is very heavy. 

8636. Is the Millowners’ Association or any other association associated with the 
Labour Bank started by the Labour Union here ? — No» we have no conoem 'w ith it. 

8636. Is it the practice hero for the millownors to make advances to wage-earners 
and make deductions out of their salaries ? — ^Mr. Sakarlal) ; Ym. 

8637. Is it the general practice hero ? — -On certain holidays and on certain oooaaions 
Wf3 give them advancres, and deductions are made from their salary. Only 8 days money 
of theirs remains with the mill. 

8638. Is it the practice for your cmi>loyces . to pledge small articles and get money 
against them ? — {Air. Skaviilal) : Yes. Sometimes they do pledge gold articios with 
bania money-lenders and get money. They do borrow^ from Pat bans also. 

8639. If some pawn-shops are opened by your Association or by the Labour Union 
or by some other body, would they 1 k) of advantage to your employees ? — Yes. 

8640. Air. Karnrit : Arc there any occasions when your respectable shroffs come 
into touch with bank managers here as a body or individually ? — {Mr. Sakarlal) / Not 
much. {Mr, Shaniilal) : The bank inaMagerp do not know tlie shroffs individually. 

<8641. How do they come to know the standing of an individual or of a firm ? — ■ 
(;l/r. Sakarlal) : Only through their brokers. But except this there is no touch 
throughout the year between the shroffs and bank managers. 

8642. Would you be in faxuiir of registering approved shroffs of a rcmpectable 
h( I'Tidirgg ? - ( .bV, raid): This would ert-ate a kind of dissention botwtjcn the difTercjit 
classes of shroffs. {Mr. Sukarlal) : Are ibey required to publish their balance sheets 
if they are registered ? 

N»i43. But if th(!y are not compolled to publish their ae.eountH w'ould they agree to 
b(' registered ? — Yes. Besides they havcj their own Association and the names of shroffs 
ar<' on the list, 

8644. This is for thdlr own Association, but for general information or icyr the infor- 
mation of bank.s or Government if they are registered would they bo in a position to 
bring about the touch with the Tmprrial Bank w hich you say is not there at present ? 

{ .Mr. Shajitilal) : To a certain extent it might bring them into touch wdth the Imperial 
Ibiiik. 

8645. Would mere registration of such approved shroffs induce thc^ Imperial Bank 
to lend out money to such people but under less rigid rules *l—{AIr. Sakarlal) : YtJS. 

8646. If this is eo, registration might help you in tw'o or three problems. Firstly, 
there whll be clos<jr touch which you want, Bccondly, it might bring back the money which 
gesos to the Imperial Bank now^ ; and once the money flows into the pot^keis of approved 
shroffs j naturally they would lend it on caaier terras to petty traders and. therefore, the 
shroffs would form a connecting link. Our problera is how to link them up. Now there 
is no other link between the Imperial Bank and the traders in the country. In order 
to bring about this link would registration bo the means ? Once a link is formed money 
flows from the Imperial Bank into the hands of shroffs and they in their turn can give 
on easier terms to traders ? — Here the bankers are not only bankers but they arc tradcra 
and commissifui egenis. 
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8Gi7. If registration of bankers, a« yoa say, is feasible and if it is going to bring 
them into touch %rith tho managers of the Imperial Bank or other joint stock banks 
and if other banks are prepared to advance money on easier terms with less formalities 
I think then you would be in favour of registration ? — Yes. 

8648. In the 70 mills which you have here what may be the number of mill-hands in 
ail ?— (iHr. Paid) : About 70,000. 

8649. Of these 70,000 mill-hands in Ahmodabad, bow many are agriculturist labourers, 
that is to say, who are still in touch with their lands and come luiro for a certain number 
of months and serve and go back ?— Practically nil, be(?ause. after tbtur migration in 
Ahmodabad they hai^e settled here and some workmen who might have an interest in 
their vilhiges might be going occasionally. This number is very insignificant. 

8660. So some of those workmen go back for a holiday to their village but not for the 
pur[K)B 0 of doing agrioulturo ? — No. 

8661. Do they come to you when they come at all with a load of debt ? — We never 
come into touch with a particular labourer, but think that they come with a very small 
<j[uaiitity of debt, if at all. 

8662. On the question of cotton grading, would it not be an advantage to you as 
millownors if there is a systora of grading cotton before it is mixed haphazardly. At 
prosont there is no gradi/ig ollioer or a 8|H)ciaiist who has tho knowledge of grading. You 
have no specialist in grading when you buy your cotton, with the result that your piece- 
goods are from mixed cotton ? — Government have niready fixed up zones in Surat 
district under the Act. There should be mo adulteration by tho passing of cotton 
from one tract into anotbor. 

8663. But oven in the same tract there might ho different grades V - But at the time 
of purchasing cotton we try to examine it, ami if there is any mixture the price is 
lowered. The price is always dependent upon tlic quality. 

8664. But would not grading and warehousing help your industry ?--Thoy would 
help our industry. 

8666, Do you sell your piece-goods outside your presidency ? — Yos. We send it 
up-country, to United Provinces, Calcutta, llie Punjab and othc^r places. 

8666, What about your remittance facilities from these presidencies other than 
Bombay ? — Wo got by hundis or through banks. 

8057. Do they depend ut>ou shroffs or do they have recourse to baTiks ?--Thoy 
depend upon both the shroff and the bank. Sometimes we draw a huiidi and give it to 
local banks and sometimes we receive hundis from them. 

8668, Are there any difficulties for remittance in this inter-presidency matter ? — No. 

8659. Do you send your goods outside India ? — No. (Jl/r. jShantilal) : We 
send to merohaoits in Bombay and perhaps they might be sending it to places outside 
India. 

8660. So far as mill-owners are concerned, they do not find any difficulty about export 
or banking facilities in the mattor of export ? — No. 

8661. Do yoi^, dir©t*-tly export your goods ? — {Mr. Sakarlal) : No. 

8602. Mr. Dtsai : You have already told tho Chairman that the Imperial Bank plays 
a negligible part in financing your industry though it receives crores of public money. 
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I want to know your views in whose interest or for whose benefit the Imperial Bank 
exists t — ( Jfr. Paid) : It exists for the interest of its shareholders and for the interest 
of Government and their own aeivoa. (jifr. Sakarlal) : It finances in the interest of 
Government and foreign traders. 

8603. You think that it is not performing the function of a central institution ? — 
Certainly not. 

8664. Do you suggest any scheme of a central bank which would function as the central 
institution of the country Patel): D is very difficult to suggest any definite 

scheme, but we can suggest the idea or describe the deticioricy we are experiencing at 
present, viz., that the bank does not assist to the extent to which it ought to assist the 
public. 

8066. One suggestion has been put before us by you regnrding the registration of 
shroffs. I want to know your views whether registration is the only thing required or do 
you also give your views as to the present mentality of the governing body of the Imperial 
Bank and w^hether it should be changed ? — (ilfr. Sakarlal) : The mentality of the 
governing body of the Imperial Bank should be changed first. 

8666. And should the registration come next ? — Yes. 

8667. What is the present mentality of the governing body of the Imperial Bank ? — 
{Mr, Pafel) : The very word *’ lni{x>riul ” shows the atmospliere with which it is 
surrounded. 

S668. But ns a merchant or as a great industrial magnate can you tell uh what is their 
mentality ? — To keep much aloof from the public cause and utilize the finance that is 
a vailable to them for such purposes as may be suitnbh'. to tlu.m ami certain interests. 

8609. To them means who n ? — To exporn'rs. 'bhe Imperial Bank of India and 
exchange banks are more directly connected w ith foreign exporters. 

8670. And practically you say that the Imperial Bank exist.s not for the trade of the 
country but for the interests of the interuatiynal traders and foreigners. Is it so ? — 
Cc^rtainly so. 

8671. And at the same time do you not think that it is an unfair competition when 
it usee large public balances ? -Certainly so. 

8672. Do you, think that its rate of interest is tht> ehief thing which prevents the 
functioning of the Impc'rial Bank in your indiistry ? — Tlie chief thing is tife Imperial 
atmosphere, and Fe<’(>ndly, it is the rate of interest. 

867,'b Why is their rate of interest so high c<;mpart'd with the internal rate of 
interest ? — W'e think that the rate of iiiterf^st at present largely depends on the romittan- 
tH‘s of money from this country to other countries and this is mainly the cause of the 
rise and fall of interest in India. 

8674. But doc^ it depend on the existing conditions of the trade ? — This ia a lessor 
cause. 

8675. Well then, do the exchange bank also form the chief cause for this state of 
affairs ? — Itris at the root of the whole evil. 

8676. Assume it for ’S, moment that if the management of the Imperial Bank is handed 
over to Indians, do you not think that it w^ould increase the business relations with the 
industry and the general public V — The ideal would be changed. The angle of vision 
would be definitely eo altered in the interests of the internal trade of the country that 
they would come into more touch with the local public and industries. 



8677. vSo industry would thrive, is it not so ? — Yee, and subBor|uontly the Irnnk 
also. 

8078. What lire your views regarding the administration charges of the branch of the 
lT«|>erial Bank hero T — They are too heavy. 

8679. And if the management would be Indianised would the chargee be rediieod ? — 
These would reduced to a considerable extent. 

8680. A question haa Ix^cn put to you by the Chairman regarding trade bills. I put 
it to you that on the ioaimeni a tradetull is only meant to infoim a bank tbal 
A is exf »orting many bnlea of ]):cH:e-good3 to Bombay and that he ivS drawing a bill agaij t 
those goods. l)o you not think tliat if this kind of trade billn are revived in India, tb.ey 
will be helpful to your industry ¥ — Yea. 

8681. Mr. Demi : In foreign countries the system is this that the manufacturer hns 
only to inform the banker that he is manufacturing such und such goods and he would 
€‘xpoft it to such and such a party and against tboeo goods he wants to draw certain 
amount of trade bill. If Biich a kind of trade bill wore introduced in this country, do 
you not think that it would bo useful to your industry 7 — Vos. 

8682. But will you say when would it be introduced and under what condition would 
it be introduced 7 — It depends upon the nature of the recujmmondations of your 
Committee. 

8083. The Chairman : What is the difficulty at present T -- At present the banks would 
not come forward to work on such lines. 

8084. Mr. Demi : Atid at the same time they are not in close tovieb with their con di- 
tuents, are they ? — They are not in cloao touch with their constituents partieulai ly 
because they are foreigners. 

8085. From the reply ymi have given, the chief jmrt is played by indigenous btiTikers 
in financing your industry, is it so V— Yes. {Mr. ShanUlal) : Praotically the w"h{>le part 
has beem played by indigenous bankers' oxotjpt the current aooount. 

8086. CuiTent account ia no credit facility ? — No. Credit facility is all with shroffs 
whereas the lm|>erial Bank does not pay intorost on current account and even if it pays 
in any case it is only a negligible percentage. 

8687. JDo you, therefore, say that the indigenous bankers play the chief part 
in financing your industry ? — {Mr. SlmiUilal) : Yes ; especially it is so in 
Ahmedabad. 

8688. And if the supply of funds with skrojfs would be inereawd, do you not think 
that it would help your industry 7 — {Mr. Patel) : The money could be per( elated through 
all the veins of the industry. 

8689. TAe Chairman : In reply to a question put by Mr. Desai, you said that the kind 

of trade bills he mentioned are not in use because the management of the Imperial Bank 
i« foreign ; but could not this business be done also by Indian joint stock banka 7 — 
(ilfr, Patel) : Yes, it could be done. • 

8690. Why are they not doing it ? — Once w'hen a system ianot started by a bigger 
bank a smaller bank might be afraid of taking to it. We do not know ♦xactly the 
reason. (Mr. ShantUcU) : The Imperial Bank being a national bank should start first 
and give the lead. 

The Ahmedabad MilloumerP Associalion. 
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8691. Bttt if finch a busiiioas is profitable there is no reason why an Indian joint stock 
bank should not take to it ? — It will not be very profitable. There will be some risk in 
the initial .‘Stages. 

8692. Do you not think that it is the main reason and not the reason given by you 
that the management is foreign ? — Management habs its effect, but ways could found 
out to overcome the risks. 

8693. Mr. V. L. MeMa : You say that it is the practice for the mills hero to accept 

deposits and the also acc^opt deposits. Is thert^ no competition l>etw(M5n the two Y — 

2^0. The rates are practically the same. 

8694. The Chnirrnan : Has the amount of dejK^sits wdth mills increased or decreased 
during tliesc years ? — It is increasing because the size of the mills is also increasing. 

8695. So the jwstal caMi certificates do not come in their way ? — No, 
{Mr. SaharlaJi) : Had there not been postal cash certificates, still more money would bo 
coming. (Mr. SharUilal) : These arfe big deposits. ^ 

S696, Are your mills’ deposits generally big deposits ? — {Mr, Shanlilal) : Yes. We 
do not ac(U‘pt a sum less than Rs. 1,000 as a minimum. 

(The witqessea withdrew). 


PANCHKUVA CLOTH MERCHANTS’ ASSOCIATION, Ahmudabad. 

{Sutnmary of WriWr,n Evkhn<'^''. m Gujarati.) 

We deal w ith piecegoods merchants and do not, therefore, come in direct contact with 
tlie agriculturists. 

The ,so</rar<^’ charge from 4^ per cent, to 6 per cent, interest. The hanks deal with the 
attwcor^. but their relations with them are not such as between sowcar and mwear. 

The n^gulatioris under which the [mpcrial Rank does business should be altered so as to 
encouragi'. raerehants to avail themselves of the facilities offered. In every district the 
regulations of hanks should be brought to the notice of the pc^ople in their vcrna<nilar. 

The rise in the bank rate during the season causes much hardship. There should, 
therefore, be a fixed rate of interest. 

Oral Evidence. 

M •. RUNJABIIAL Dll* HAN IX Representative of the I'anchi.iiva Cloth 
A sso ' ‘ i a tio n , A h ra e da bad . 

8697. Thn, Chfurman : Mr. Pujabhai, you are the representative of the Panchkiiva 
Cloth Association, Ahmedabad ? — Yes. 

8698. I>o you buy cloth dircK-tly from the mills ? — Yes. 

8699. Do you have retail business here, or do you sell the cloth to outsiders ? — Both 
retail to local mere Hants and to outgiders. 

87(X). Have yon rtteml>ors from outside also ? — No. But merchants who come from 
outside buy only here from us. 

8701. Are you wholesale merchants ? — >Yes. We do not sell cloth to ordinary 
customers here. 

MO 3 V 83 — 



S702. Do you Hell to individual ousioiners ? — No. 

8703. y<*u buy from the mills here as well as from outside ? — There arc mombem in , 
our Association who are English cloth ificrchants and thf^y Imy from outside- 

8704. When you buy goods from the nulls do you pay them cash at once ? No. We 
get eredit for 12 days. 

^'705. Do your memhcrH trndc^ on tluir own eajiital or do they liave to borrow from 
outside also ? — Tliey trade partly on theur own and partly from oulsiiie. 

8706. Who are your financiers ? Shroff.^. 

8707. Do you have any dealings with banks ? -No, not generally; but sometimea 
merehants borrow from them. 

870H. Do they horn)W from the Imperial Bank ? — No. , ' 

8709. Have you no dealings with the Imperial Bunk? — No; but with otlH‘r local 
banks, for instance, the Bank of Baroda and the Bank of India, we have rlt-alings. 

8710. Do some people d<!al%ith shroffs as well as with thesis l)an]cs ? — Many of the 
pe ople are dealing with shroffs. Some people deal with the banks as well as with shroffs^ 
but such number is very small. 

8711. Arc hank terms more favourable than thosc^ of shroffs ? — No. 

8712. Then why do they go to hanks ? — Peoi>l(' who have no credit go to banks. 

8713. So men with credit go tn shroffs ?'~Ye.s. 

8714. Do not the banks take security? — Yes. But the shroffs do not ask for any 
security. 

8715. At what rate do you borrow from shroffs ? — At 6 per i;ent. 

8716. Is the rate fixed throughout the year ? -Ves. 

8717. When you deposit money with them, wdiat intertvsl do tlu'y pay y<m ?- Tiiey 
pay In'tween 4^ to 6 per cent, on the that a. 

8718. When you soil to jK*(»plo out+^idtg do you g<4 moru'y at oner* ? — No. We get 
money from thorn at an interval of 15 days or one month, and some pay after two 
months. ' 

8719. How do you get the money -By hnndis. 

8720. Are hundis drawn hen* by the kx al merchants ui>on the jnircha.siM- ? Yes. 

8721. Is there at any time any difticulty for you to get linarue ? - SonK'timcs thei-o is 
difficulty of finance. 

8722. Is it when the market is tight ? — Yes. For Hic last two or throe years 
the market has boon very tight and we have some difficulties about finaiice. 

8723. Ib this because the shroffs have not sufficient funds ? What do you mean when 

you say ‘‘ tho market is very tight ” 1 They also come into difficulties for funds some- 

times bi*cauae of their capital having be'en invested in other business, 

8724. Do shroffs invest their eapital in other busiimse ? — Yes. The shroffs start 
new^ mills. Some of them are also millowners. 

8725. Huve^'our members ever tried to get finance from the Imperial Bank or from 
joint stO( k banks and have not got it ? -- The Imperial Bank here do not deal with tho 
local merchanU generally. 

Jf*ani'hhti'a Cloth M cn hards' AsaiH-hitiim, 
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8726. Have they ever tried to borrow from the Imperial Bank ?--They know* that 
the Imperial Bank wdD not lend them. 

8727. Do you know of any instances wdiere these merchants approached the Imperial 
Bank and the Bank refused to lend them ? — No ; 1 do not know^ of any instance. 

8728. The Imperial Bank wants sureties ; is it not one of the reavsons why merchants 
do not go to the Imperial Bank ? — Yes. 

8729. Have any of you tried to get money on the seenrity of cloth from the Imperial 
Bank ? — Not to iny knowledge. 

8720. How ean these difilculties that you exjXTicnec at present be removed ? Have 
you any suggestioTis to make *? — If banks give on personal credit without insisting on 
sureties, the diflitmlties will be removed. 

* 

8731. Supposing the Imperial Bank undertakes to Hnance merchants, will its rate of 
interest suit them ? — No. 

8732. And amongst shroff.^ there are some who, you say, are investing their money 
in other business as well ? — Yes. Many f^hro/f.s an* mill agents. 

8733. These millowner.s can raise money from the Imperial Bank, can they not ? — • 
Yes. 

8731. Aft regards the outsiders to w horn you sell your cloth, do you lind any dilhculty 
about reeo\'ery of your nioney ? — Net rnueh. 

8735. Ar(^ their hirndis always iionoured ? -Yes. .Sometirni's wer get moru\v also 

after two or tlinee months from iiiein, and in that ease we charge interest. We have 
our Assoeiiition, an<l if (uir As.soeiation linds that an out.sider ha.s faih'd to pay the 
ain(junt, tluai no member fiiuu our AssiKiation will deal such a jauHon, 

8736. Mr. Karnat : Has the rate of inten'.sl gone up since the last three or four 
years ? — Yes. 

8737. Has the price of cloth also gone up ? No ; it has not gone so high as the rate 

of interest. 

8738. Can you givc^ some idea a.s to the price of cloth now'^ and of three years ago 
per lb. Somt! three years ago it was He. 1 p(‘r lb. and now it is 13 or 13jJ annas per lb. 

8739. I wanted to kjiow whether retail cloth merehants are passing on this high 
rate of interest to the coMSurufr ? — This i.s not true. 

8740. IX) you mean to say that they arc paying out of their [u-otits ? -Yes, 

8741. Mr, Demi : Who are your linam iers ? — We are dealing with f<hrujJ,H as well as 
w itli banks. 

8742. Do you deposit your money in flanks ? — Yes. 

8743. Do they lend you on personal r-redit ? — Tlu^ Mi-rojfi, give on |xr:soiial credit. 

8744. Do you not think that if the resources with shroffs are iiienuxsed, the trade will 
be benefited and the country will also be benetited - Certainly so. jf banks kmd us 
as shroffs do, we can do more business. In that case we ('an also lend to dealers and 
merchants on easier terras. 

8745. Mr. V. L. Mehta: Y^ou say that the soivcar charges from 4j per cent, to 
6pcu‘cent. interest. Would it shoNV that ho has more money in his liaadH ? — Here if 
people borrow' at more than 6 per cent, they wa)uld Jose their credit and reputation. 
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8746. For how many montbi! do yon give eloth on credit to moju^il merchante ? — We 

give on credit up to six months. ^ 

8747. Is any difficulty experienced by them in remitting mom^y ? — They must be 
experiencing some difficulties in remitting money. I think they give As. 8 to As. 8 
per cent, for getting hundis through ahroffa, 

8748. Can the vtoju&ail trade increase by the system of mudcUi hundis ? — No. The 
merchants do not care for such hundia. They only understand the khafa system. Only 
darahani hundhs are acceptable. 

8748. When you deal with Ikanks. is any difficulty exp<^rien<x.‘d as regards the 
vernacular endorsement ? — No. Wo send our cheques in vernacular to the Central 
Bank as well as to the Bank of India. ^ 

(The witness withdrew.) 

The, Commitice ihen adjourned till II a.m, on Saturday, the 30th Navember J92fK 
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Saturday, November 30th, 1929. 
AHMEDABAD. 


Present : 

Mr. J. A. Madan, C.l.E. I.C.S. (Chairmati)- 
Mr. H. V. Desai. | Mr. B. S. Kamat, 

Profetjeor V. G. Kale. ! Mr. V. L. Mkhta. 

Mr. K. P. M.\sani {Secretary). 


Principal G. FINDLAY SHIRRAS, M.A., Gujarat College, Ahmedabad. 

MEMORANDUM. 

1. The first |X)int tliat 1 m ant to make is that there is a large nl*sor})ti(m of gold and 
silver vv'hich are not used for prtHlu». live purposes. This is largtd y due to soeia] customs 
and to lack of credit facilities. Given sullicient credit fa' ilities of the right type wo 
sliould he able to us(‘ a large amount of this gold as a basis of cnslit. The new branches 
of the Imperial Ikinlv liavt* collected in five years over S crort's of de])08its (Q. IHiriO 
Hilton Young (Vuiimissitm, evidence by Sir Norman Murray). 'flie following table 

giv('s them t imports td‘ gold and silviu* <*n private ivceounl ; 

Net import.s (d g<>ld and silver on private a.e'<>nnt. 
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* Con vert t‘d at the average rate of exchange of the yaar net exjiort. 



During the last deeade the net importa of gold were 20 per cent, and in 1924-25 as much 
as 66 per cent, of the world’s production. Among the middle classes the father of the 
bridegroom has to give the bride omamejitg, the greater part of which is of gold. In 
Gujarat, for example, a middle class gcntlonian will give his daughter-in-law at marriage 
ornaments worth Hs. 000 to Ks, 1,000 or often a year or a year and a half’s salary. In 
some villages of Gujarat and Kathiawar the value of these ornaments sometimes exceeds 
Ks. 2,000. The father of the bride als^) gives his daughter for her own use ornaments of 
gold and silver worth Ks. 2(’0 to Rs. 300. If a man saves he wdll in addition buy gold 
btdUon. In the case of lower castes a man earning, say, Rs. 15 to Ks. 20 per mensem will 
have gold and silyer ornaments. My jk^oh or meMsenger earning Ks. 19 per mensem has 
gold ornaments w'orth Ks. 40 to Kk. 50 and .silver ornaments Morth Rs. 00 to Rs. 100. 
When his son marries ho will liave to give ornainenlH worth Ks. K'O to Rs. 150. My 
other peon earning Rs. 16 per mensem who has also laud has gold ornaments worth 
Rs. 500. When his son marries he will give hisdaughterdn-law' as is customary for a man 
in hia position in the caste 12 tolas of gold and 20 tolas of silver costing over Ry, 3<i0. 

2, Thk FiNANOiNO OF iN'i'KiiNAL TiiADK. -1 jidia'.H internal trade is mainly financed 
by shrojjn. Illiterate jku'hous find it more eouv(‘uieiit logo to a .s7<ro/}' than t<) a hank 
and will be a<‘Coinm(Mlated when a joint stock hank eoidd not nnderiakc the Irusiness. 
The funds of joint stoek banks an^ not generally employed locally and they act as 
feeders of their head oftii*es.(» The })roeeH.s of establishment of some (amtu'xkm Ixdu'een 
the hr off and the banks has already b(*gun at pla<-(‘s when* there are already bajiking 
facilities. Formerly the shroff used to kee|> liimself aloof from t-he banks and useci to 
look u|H)n the joint stcH'k banks as liis rivals. (If late he has begun to realise in what 
way**^ th(‘ lainks <*an help his binsiness. Hois now already jdacing his sur]»lus eash 
witli the banks d firing slac k semsons and in busy seasons lie obtains ad \ ain'es from tlie 
banks on personal security c»r on t lie security of eommcrcial i>ills which t he banks iind 
aecfcptable. The ex])ansion of banking will sueceod in rcHhieing the shrnJJ\s' rate's 
wdienever he is exiortionat/C. Mis business at the same time will not. sniho- mucli as 
his chief assets are (1) an element of risk Avhieh he is known to take in doing business 
and (2) a pn'sonal knov-'lx'dge of his clients, which enables him to take these risks. A 
joint stock baukitr working unedr various restric tions cannot and shoidd not take risks. 
A joint stock banker, for instance, does not always find acceptable a commercial bill 
drawn by a private^ trader, but when such a bill is endorsi'd by a y'<hrofJ it may be acce]>R'd. 
The shroffs themsk'lvcs will improve their position by forming assoeiations and lieeoming 
less eonservative in their methods of work. In the villages where tin? shreffs' rates are 
reportwl to 1 k> unjustiliable (soiuetimes ranging between 12 to 24 per cent.) the Co- 
operative Movement is doing gxxxi servixte in supplying cheap credit to the farmers, and 
in reducing these rates, but in Gujarat eo-ope ration does not seem to niakx? the progress 
that one would like to see. 

3. The Impeiual Bank. — .Mthough the Imperial Bank of India is performhig some 
of the fimetions of a central banking character, its make up and its business are 
eSvSimtiallv those of a joint stock liank. At present (and 1 hope always), it must be 
the medium through whiidi the joint stock banking organisation can be extended. 

would be iliiBcidt to replai'o its unirtuo experience in the policy of branch 
banking. ■* 

It is neceSsSary here to consider a few of the allegations made against the Imj)erial 
Bank. It is said that Indian joint stock banks have to work under heav^y and unfair 

/h i m ?jy i i (» • F i > i / <iy S h i rras. 
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competitioii of the Imperial Bank, Replying to thefio allegations Sir Norman Murray 
said : — 

“ Since the lm]K‘rial Bank <‘amc into existeu\-c we have received one coin}>laint from 
an Indian joint stock bank and that came to us thr*>ugh the Cioverninent of India. Their 
main grievances were that we (>]>ened up al places w here they ]ia<l alre/uiy broken g:n)und 
and opouxl up hrarnhes, and wo were in a better position to secure biisiiucss because of 
the faciiitioB of free money wiiich we enjoyed from the Governntt nt of India and Isn ause 
of the facilities for transfer of money from one braueli w liere there is a treasury tt> anotJier 
branch where there is a treasur^^ 1 have a eerrain amount of s3'niv)athy with that parti- 
cular bank because they did useful pioneer work, and for sonic time enjoyed a m(>no}K>ly 
of business at the branches which the\' had oyMuiCi.!, and they natarallv did not welcome 
us wdien we went there ; but our going tlicrc was a part of a largei' polit'v, the poliev' of 
ojHMiing a hundred new bramhes, and thos<; bram hes wliich we did 0}W‘n 3veiv' with one 
expeption treasury branches and it was important for our policy to take over the treasury 
work from Govcniincnt in these ^daces. It is quiU' true that we are coiiijudiug w ith them 
lhert^ but, at the same time, we are competing on verv fair terms, and if wa^ cun give 
facilities to the public' wdiich they cannot give to the pulilic, I think it is so much the 
bettrT for the public* 

it is also complained tliat the imperial Bank sometimes discriminaleg between IndiaiiH 
and Kuropeaus in the matt«'r of granting lacilities. Thi' following table submitted by 
Sir Norman to the Hilton- Young Commission shows the true slate of affairs :* ■ 

Advances to ]iurely imlustrial <onc(‘rns. 



- — 

liulian. 

1 Ji)urt>peaii. 

Total. 



1 aides. 

j lakhs. : 

lakhs. 

Bengal 


3-71 

j b-74 

0'48 

l>ombay 


[ 8 • do 

1 ! 

9-15 

Yladras 

1 

•00 

! 1-31 1 

( 

2' 21 



13-14: 

7-70 : 

i 

20-8^1 

Indian — 0 

;$ jicr I'eut. of tlio Total . . ! 






1 

Till Fehruarj" V.) 

2d. 


4. Banki N<w.r(n.sLA i’i(e\.-— Bofnre making any special Ic'gislatioii for banks it irt 
necessary to define a l ank, so t hat various concerns having only a side show' of lend ing 
monev’^ may not claim special protoc'tion under banking legislation. The following 
defmitiou is accepted in America b^' an Act of the Congress : - 

‘‘ everj' p(*rson, firm, or company having a place of business where c rcflits are opentxl 
bj' the (ieposit or collet tion of money or currency, subject to Ije paid or remitted U|X>n 
draft, cheque, or order, or w here moneys is advanced or loaned on btoeks, bonds, bullion, 
bills of exchange, or promissor^’^ notes, or where stocks, bonds, bullion, bills of exchange, 
or promissor}" notes are received for discount or sale.” 

♦ Ji lUon-Yofn g < mriht of LridohCt. Q. {<714. 
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The following are a few suggestions alK>ut Indian banking legislation of the future* : — 
“ (1) the restriction of the U^rm “ bank ” to banks proper ; (2) the advantage of having, 
as in the Canadian syatem, a minimum paid up capital before the bank opens its decors to 
do business ; and (3) restrictions by law in the granting of loans and discounting paper. 
Ijegisfation seems also required in connection with the investments of banks. 
Some banks invest too largely in real estate, and even in unsound securities. If a run 
took place these could not be quickly realised, and if realisable, only at a very consider* 
able loss. This might, it is true, be remerlied by the statutory regulation of the cash 
balances, but this is an exceedingly difficult question, since different localities work under 
different conditions. A percentage fixed for all banks alike might affonf no real protec- 
tion. since it might be too low, or, on the other hand, so high as to interfere seriously with 
the accommcxlation which the banks give to their customers. 'I'he failures of 1913 also 
showed the necessity of limiting the amount of the paper of any one man which a bank 
should be permittfd to discount, the limitation in the number of shares of the bank and 
advances which may be made to any single person. We have already referred to the 
demand for trained men. Just as trained teachers are of the first importance to Indian 
-education at the present lime, so are trained officers in sufficient numbers to Indian 
banking. There is, too, the advantage of public inspection. It would be well to take a 
leaf out of American banking legislation and to anange for monthly or quarterly reports 
to the Controller of the Ourrency or a similar officer with the tJoveniment of India. The 
Federal Keservo Act provided that the Reserve Board shall examine Federal Reserve 
Banks and membi^r banks. The Comptroller of the Currency at W'asliingUin, with th« 
approval of the Secretary of the Treasury, must appoint examiners to examine each 
National bank at least twice in each year. The State banks must be subject to examina- 
tion by the Federal Reserve Board, and when admittetl to membership must make reports 
to the Federal Reserve Bank of their condition and of payments of dividends not less than 
once a quarter. Publicity is not merely a precaution against unsound banking, but it is 
helpful to the banks, as it obtains public confidence. The Presidency banks publish a 
-statement weekly. Most of the other banks also furnish annually to the Tk^partment of 
Statistics a return, but there is no monthly or quarttuly rctimi prcscrilxxi by law. The 
Bank of England, the Bank of France, and the Reiehsbank publish weekly reports. 
Special inspection is sometimes rendered unnecessary as in the Bank of France, where the 
Ministry appoint the governor and the two sub-go vomors. It would l>e well if banks in 
India were compelled to return to Govemnient and to publish monthly a l)alancc sheet 
somewhat in the following form. The iu*m.s are tentative, l)ut they ehicidate most of the 
mysteries that require to lx? known. 

Proposed monthly statements to bo publishotl l>y banks in India - 
Liahiliiiea. As^als. 

Rs. a, p. Rs. a. p. 

If 

Ciipital — Cash — 

Authorised . . . . 1. In hand 

Subscribed . . . . 2. \Vith Presidency banks 

Paid up 


• Indian Fitiance and Ilankinjf ; MacMillan A Co. 
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Lutbilities. 

Rs. a. p. 

Reserve 

Ourrent deposit and other 
accounts 

Acceptances on behalf of 
customers 

Guarantees, endorsement and 
other obligations 


AsseU, 

Rs. p. 

Bullion 

I./>ans at call and short 

notice 

Investments — 

1. S<3curities of, or gua- 
ranteed by, the Govern- 
ment of India 

2. Securities of British and 
t\>louial Cb>\'emments 

3. Other investmei||a 

Bills discounted — 

1. Fortugn bills of exchange. 

2. Inland bills {hundis^ 
cheques, etc.) 

Ijoans and advances 

Bank premises . . 

Other assets 

Liabilities of customers for 
acceptances as \K)V contra. 

Liabilities of customers for 
guarantees, end orsements, 
and other obligatiojis as 
|x:r contra 


5. Bvnkino KDrcATioN. — As for banking education there are not sufticient 
farilities. The Indian Institute of Bankers has ma<le a good start in this direction by 
conducting examinations in banking. The first AsstM-iate Examiriati(ui was held in 
April last and was conducted at 19 centres throughout India and Burma. Eighty - 
nine candidates appeaiX'd for various subjects. T1 h‘ results ahow that 47 jmw cent, 
were successful, one cajididate obtaining tlistinction. 

0. SoMK ST’m; KSTioNs. — Wc fuid here four suggestions for the expansion of credit 
facilities in India. In the first place, education, especially primary education, must 
be far more widespread and accessible. Secondly, a co-ordinatetl system of banking 
must l)e effectively introduced, with a strong Central Bank at the head worked on 
sound lines, after the exhaustive enquiry now l)eing undertak(*n into banking and 
credit facilities has bt^cn completed. Thirdly, a continuous all- India investment 
movement similar to the savings movements bi other countries will have tt> l)e 
imdertaken in the half million villages and towns In British India and, if practicable, 
in the 188,000 villages and towns in Indian States. The movement must be a 
living and grow'ing one. Fourthly, organised effort must l>e undertaken to soothe 
communal and racial antipathies and to alleviate unrest of every kind. In all these 
the Government have to do much. In fact, the responsibility as well as the initiative 
will be theirs. In a country like India the strong power of Government is required 
to bring about economic advancement and non-official support will be required 
MO r 83 — i9 
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at ev^-iry turn. It is evident that eo-operation on the oifi<?ial side rests on a recognition 
of Indian opinion on the non-official side on a recognition that the Government has only 
one end in view — the weU-V)eing and progress of the country. Thinge are moving quickly 
in India to-day. If nn Act to prevent child marriage has been recently placed on the 
statute book, in spite of rigidity of custom in some quarters, there is no reason why the 
aot!umulatioii of gold and silver, m^xt to that in the richest country of the world, the 
United States, should lx; any longer pcu’mittcxi to lie sterile. A special appeal for united 
action is vitally necessary in spite; of poverty in teachers, our ignorance of what we should 
do, our social fabric, and our internecine quarrels. In education it seems as if we were 
committed U> a complete overhauling of policy. The written word is shut out from 
nine-tenths of the population as only 8*2 fKvr cent, were literate at the last census, and the 
test of literacy is the al)ility to read or write a letter or post card in any language. Of 
163 million males i# British India 14,3 millions were illiterate, and of 154 million females 
no less than 151 millioiiH wen; illiterate. Only 2 * .5 milliou.s out of 318 millions were 
literate in English. A nation cannot he on a Ic^vel for long above the level of its women. 
vShould it rise uiidci’ the stirnnlns of a grc'ut moral idea (for example Islam in Arabia) 
to a higher plane of thought and life, it c annot long inamtain itself on that plane unless 
its women ris(‘ to it and kindle* similar ideas in the young minds of succc-eding generations. 

Oral Evidence. 

8750. Tht Chairman : Mr. Findlay Shirras, you arc now the principal of the Gujerat 
Gollege ? — Yes. 

8751. Coming to your first point wherc^ you refer to the amount of gold and silver, 
which has been imported on ]U*ivate account, I jiresume these figures refer to the whole 
of India ? — Yes. 

8752. Are any figures available for the Fresidt ney pro))er ? — Not for absorption. 
VV^hen I was the Director of Statistics to the Govenimmil of liuiia, \v(‘ used to liavT these 
returns, but now, as you know, the Inland Trade* Keturus have been discontinued for 
financial reasons. 

8753. Are They not very important ? The Agricultural Commission recommended 
that these; retunis should be revived They are most important, but they have not 
carried out the roconimendatious of t he Royal .Agric ultural Commission. 

87,54. As reganls this absoiqition of gold, we have lx*en told during our enquiry that 
it has been much less during the last live or ten years so far a.** this Presidency is concerned 
than before, and secondly, that there is now less tendency to hoard ? — 8o far as the 
statistics go, that is certainly not altogether the cast;. 1924-25 and 1925-26 were 
exceptional years, and there was a largo import of gold on account of cheapness of gold. 
Families who had daughters to marry Ixiught a lot of gold during these years, Vx^cause 
they found that gold was cheap. Much gold is usetl in this country for social customs. 
It is a stere c^f value, and the people follow the old system. Jt is most uneconomic, 
because the figures show that the sum of 27 J millions sterling a year has been dug up in 
one part of the world and buried in another part. If it had lx;en used productively for 
trade, it woukl have repaid the whole external debt in 12 years. 

8755. Do you a^tee with the view that there has been recently a tendency not to hoard 
gold to the same extent as it was before 1 — It has diminished to a small extent in the lavst 
yuar or two but not over long periods. 

Princip^^l G. FinUtay SkiirtM, 



8756. In iNUTAgraph 1 of your statement, you say : “ Given sufficient credit facilities 
of the right type, we should be able to use a large amount of this gold as a basis of credit.” 
Do you refer to banking facilities ? — Banking facilities especially. For example, at 
present there are in India a large numl)©r of towns, which have no banking institution. 
There are approximately 500 towns in India with a population of over ten thousand, 
which epjoy no banking facility at all. In the United KingdoiUp fi>r example, there are 
13,000 bank offices. 

8757. So far os the Imperial Bank and the joint stock hanks are ioncerned, do they not 
find that the opening of branches in these pla<-cK is init a paying proposition for them ? — 
The statement of Sir Norman Murray Ixdbre the Koval <\>mmi8sion on Ourr^uicy shows 
that the numl)er of new hranches working at a profit was 32, and 5t> brunches were 
working at a loss. 

8758. That is in the case of the Imjverial Bank branches in big towns. I f it is a question 
for small towns with a population of, say, ten thousand, wiiat sort of lianks do you think 
coyld be ojjened there ? — That is a question for co-operative' hanking. 

875U. There are two prf>po.sals before us. r/-., that there should lx* a c-o-o])crative urban 
bank, or some indigenous bankers shoiiltl h>e appointed agents of the hnpt^rial ihuik, as 
it is not posHil)le for the Imperial Bank to opeJi brajiehes in small towns. What do you 
think of these pro|K)sals ?- The latter suggestion is a very gotni suggestion if you ean get 
some changes nuul<? in tlu‘ hundi biisiness. I W(MiJd like see in the first place the 
standardisation of all hundU. 'I'he huvdi system at pres<uit is very useful in tl»e hanking 
system of India, and it is possible to strengthen Indian banking if we use the preaent 
indigenous .system and nuKlify it. 

876(>. Have you any debnite suggestions to make ? suggestions I would like to 

put forward are the suggestiou.s ptil forw arfl by other jH'rsons like Sir Henry Strakoscln 
While discussing .Mr. (Jubhay's paj)er, Sir Hcuiry Ktrakoseh said : “ Mr. Gubbay ap]:>earH 
to he doubtful as to how^ a< cntral banking system, sueli as is recommended by the Royal 
Commi.ssion, <'an be Hiq)er-im}>osed on tin* exi.sting indigenous banking system in India. 
Hisdtmbts st?em to be based maifily on two eonsidt'rations : First, the absence in native 
banking of securities (jf a character acceptable to an ordinary joint stork bank or to tlie 
contemplated Reser\e Bank of India ; secondly, the difficulty of establishing that toueli 
between the joint stoc k banks and the native traders, which is mj< cHsary if the husiness 
of the latter is to be brought into the ambit of the gi Jicral banking machinery of the 
country working under tln^ <-ontrol of a central hank. On the first point, that is, tlie 
absence of a stwurity suitable to the joint sUx k bank or the central bajik, I think, 
Mr. Gubbay is labouring under a misappiehension. lie seems to he under the impression 
that for a bill of exchange to become eligible fordisrount as a true ( ommercial bill, it 
is indisiiensable that it should be supported by documentary evidence in the form of sale 
contracts, invoices or documents of title of the goods in respect of which the bill has Injcn 
drawn." He goes on to say that on the continent of lilurt>jK3 and in Faigland it Ls not 
iiecesRary to have the d<»ciiments of title, etc., to the bills, '^riie hundi system with 
a little standardisation might become of great value in the banking system of Ijidia. The 
hundis might l>e in two languages. I frequently di.se uss<}d this matk^r with exchange 
bankers in Bombay, and they said that a.s hundis are to-day, they aix^ so dangerous that 
they cannot touch them, and they would take a lot of their time in dealing with this 
business. 

8761. What is wrong with the present form? The form, so far as we know, 
has existed in India for ages ? — ^One thing al>out the hundi is that you cannot say whether 
it has a real commercial transaction behind it or not, or whether it is a sight hundi. 
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8762. Most of the hundis at present are sight Kundu. There are very few of what are 
(‘ailed trade bilk ? — Yes. 1 have seen in the Central Bank of India various forms that 
are drawn there. They are going ahead in strengthening the system. I would like to 
quot<J what Sir Strakosch said. He said : “ I confess that Mr. Gubbay’s paper is, to my 
mind, if anything, more optimistic than I was regarding the possibility of establishing 
a broad money market in India and through it of esta blishing a strong link with the joint 
stock banks and the Reserve Bank of India. I naturally realise that it would take 
thought, goodwill on the part of joint stock banks, labour and time, to establish it on 
sufficiently broader basis to enable tlie Central Bank to make its policy felt widely and 
rapidly. But even if India were less fortimate — as many other countries have been, 
which have established the central banking system — in not possessing so valuable a nucleus 
for a money market, every effort would have to l)e made to establish one. I am optimis- 
tic only to think that if a thing is worth attaining, human ingenuity usually conquers 
the difficulty and attains it. It will be attained w'hen the ethics of sound nuxiem banking 
will have x>enetraUid into the bazars. ,Self -interest w ill make that ])enetration an easy 
one. If India is to expand her banking orgaiusation- - and there is a clear concensus of 
opinion that she must do so, if her vast resources are to adequattdy exploited — two 
things are essential : the establishment of a true central bank and of a money market. 
To attempt to expand the banking organisation without these would be positively 
dangerous.” 

8763. Besides the standardisation of the form of hundis^ do you think there art^ 
other ways in which indigenous banking might be made to conform with the modern 
requirements of the country ? — That raises many important questions. For example, 
the eB8(‘ntial of a gcKxl banking system is that you have a fair general banking education. 
Secondly, you must got pc^ople to realise the mivantages of investments. The history of 
banking in our country shows that j>eople prefer to hoard their money in gold. There 
should be something like the savings committees in other countries to teach people to 
save and invest. 

8764. It has l>een suggested that if the indigenous bankers are to do this kind of work, 
their business’ will have to be regulated. For instance, they will have to publish their 
accoimts and their accounts w ill have to l)e audited by Government auditors. At present 
they are very keen on secrecy. Do you think the indigenous bankers would agree to 
this ?— There, of course, you will have great difficulties. I know in Calcutta marwaris 
would not like their own sons to know what they do. When the father dies, the son is 
shown the books. I think the time has come when we will have to regulate banks. We 
will have to define what a bank is ; we will have to define what really banking work they 
can undertake, and they will have to get their accoimts audited. 

8766. You say in the first paragraph of your statement that the new branches of the 
Imperial Bank have collected in five years over eight crores of deposits. The general 
complaint before us is that the Imperial Bank as well as the joint stock banks, which 
collect deposits in mofussil places, simply tap the capital in the mofussiU and take away 
the money to the provincial headquarters draining this capital, which would have 
otherwise been avaUable for the trade of the district. Do you agree with that conten- 
tion t — 1 agree with that in this way that it is not that the banks do not want to do it, 
but that they cannot lend the money, because people have not the security which the 
joint stock bank would accept. 

Princpol 0, Findlay Shirras, 
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8760. The indigenous bankers here say that since the banks have begun to open 
branches and since on the other hand Government has been taking away money through 
postal cash certificates and savings banks, the amount which used to l>e deposited with 
indigenous bankers has been considerably diminished, with the resuU that trade and 
industry which were financed by them cannot now be financed by the Imperial Bank or 
the joint stock bank ? — Is it not a case for the indigenous banker to change his method 
in order to fit in with the modern banking system ? The statistics of postal cash certi- 
ficates are so small comparatively speaking with the total transactions in trade that this 
cannot be said to be the case. 

8767. Do you agree with the contention that the diatricts are being depleted of their 
capital ? — I have no statistics to prove that. But there have lieen very great advantages 
from the opening of banks here. 

8768. We were told that these joint stock banks do very little for tuiancing industries, 
and that most of the industries are financ ed by indigenous >)ankers ? -Most of the mills 
here take deposits, and they are also to some extent uuiirectly financed by the Imperial 
liank. 

8769. They said that even on the security of cloth on which the banks advance in 
Bombay, they are imablc to get aclvances here ? — far as the Imperial Bank Act goes, 
they can, of course, advance. Wdicther they do it hen? or not, 1 cannot say. 1 l)elieve 
the millowTiers are very conservative and are im-willing to (‘omply with the Impt^ria) 
Bank’s requirements. 

8770. Al>oiit the financing of internal trade, you say that illiterate ptmple find it more 
convenient to go to shroffs than to a hank ; but many of the literati* people also go to IIjc 
shroffs ? — Yes, they do. 

8771. You say that funds of joint st-oek banks are not generally emy)loyod hx'ally. 
What is it due to ? — They will not advance money on ywrsonal security or on property ; 
they are not in a position to do that, because the joint stock banks have to look to the 
liquidity of assets. 

8772. In paragraph 2 of your statement, you say : “ The expansion of banking will 
succeed in reducijig the shroff's r&tefs whenever he is extortionate There are village 
money-lenders and indigenous shroffs in the town. Is it not a fact that the raU^ of interest 
of the indigenous shroff in the towrj is sometimes k>wer than the rate charged hy the 
joint stock bank ? — That is true ; but you will find that the hazar bill rate is about 
two per cent, above the bank rate of hundis. 

8773. Are you referring to hundi rates ? — Yes, bill rates. 

8774. That is one of the grievances of the shroffs that the Imperial Bank’s hundi rate 
is very low, and that it competes with them, and their busLuess in hundi has diminished ?™ 
1 find that in Madras too it is two per cent, above the bank rate. Of course, the rate of 
interest is not pure interest, but there is also risk ’’ interest. 

8775. You suggest that the shroffs should form themselves into an asscKuation. Is it 
for doing business jointly, or is it for regulating their business ? — For common interests, 
so that it is much easier for joint stock banks to work with them. 

8776. Beferring to the paragraph 3 of your statement about the Jmy^erial Bank, the 
main contention of the other bankers including the joint stock banks has been that owing 
to the facilities which the Imperial Bank gets from Government and to the prestige it 
has because it is a bankers’ bank and also a banker of Government, it is impossible for 
either the joint stock banks or the indigenous bankers to compete with it, and conse- 
<][uently even when branches of the joint stock banks have been started where there are 



br^chett pf the Imperial Bank, the branohiM of Joint atook bankti cannot work at a profit. 
The public, as you say, do get facilities. Do they get facilities because of the privileges 
which the Imperial Bank has ? — May 1 just read some questions put to Sir Norman 
Murray by the Hilton- Young Conunisaion ? 

**<JukStion tl715. Have you been able to meet the contention as regards the 
greater facilities for transfer enjoyed by the Imperial Bank ? — We have now made 
an arrangement, under whicli we supply banks at places where we are working 
and at which they are working with the trajisfer of funds at 1 per cent, litdween 
places at which there are distri(;t treasuries. 

“ Quicstion 97 lb. What about the banks’ contention that you are getting the 
Government balances free and getting a pull ? — That is a very misleading contention, 
because they do not take into account the fact that we are doing a very great deal of 
work for Government, and though we, pay no interest on those balant^es we are paying 
very heavy charges on the l onduct of treasury work and doing a very great deal 
of work. 

“Question 9717. In general would you contend that although the competition 
may not be likwi by another bank *t is a good thing for the public ?- It is a go(xl 
thing for tlm public, I think." 

That is the view of the Governor of the Imperial Bank, Sir Norman Murray. 

8777. What is your experience about bank.s in other countries? Does the Central Bank 
or the bankers’ bank also do the work of an ordinary joint stock l^ank and compete wdth 
other hanks ? — The Bank of France, for example, does a lot of ordinary business. In 
this connection, 1 Mould like to submit the pajK'r, which 1 WTote in the Et onomic Journal 
of I>ecemtwr 1928. it <‘ertainly has a great ivd van tagt^ in the banking system, where 
you have a strong On tral Bank tor redis<u>unting purp()Hc*s. tor holtling of gold, an 
apex of your c redit system, wdiich strengthens the system from the iH^giimiug to 
the end. 

8778. That is the advantage of having a Central Bank. But the }K)int is whether the 
Central Bank ‘should also the w'ork of an ordinary joint stock bank ? — 1 certainly 
would keep it out of that in the Indian banking system, and if it did get deposits, 
it certainly should not bt‘ alIow'<^d tc pay iutemst on such deposits. The Indian Heaerve 
Bank Bill as finally drafted provided that the Bank should accept <iepi)8its only from the 
Secn^tary of State in Council, the Governor General in Council, Local Governments, 
banks 'and other persons, but no iiitei'eist should be paid on such deposits. According 
to the Federal Reserve Act non-interest-bearing deposits from private persons also are 
forbidden. The principle underlying these provisions is that a ('ientral Bank should 
act as a banker to the member banks but .should not comjiete wdth them. 

8779. In jm-agraph 6 of your statement you make some suggestions. One of your 
suggestions is that a co-ordinated system of banking must l>e effectively introduced. 
The question is how to bring in the indigenous baxiker into the general banking system ? 
One way, as you have suggested, is to have the hu^idis standardised. Have you any other 
suggestions to make ? — Yes, there should be stand anliaation of hundis, and then we want 
a change oiv the of the iiuligenous banking system itself by utiliaing the brains of 
our wUeges, which we are not utilising at present. The shroff mhoukd employ our 
graduates in eocnamios. 

Priticipol G. Findlay Shirras, 
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878(). Your other sugge«tion is that there l)e an AU-lndia Investmont 

Movement Bimilar to the savings movement in other countries. Are you thinking about 
the National Savings Assotnations in England ? — Yes* that is what I suggest ; but you 
will have to go slowly, and you will have to make your investments such that the villager 
does not get much less than he ought to, such as the fluctuations of Government securities. 
My article in the British Economic Journal of Decemlwr 1020 should be read in this 
connection. I shall be glad to send a copy of it to the Committee when copies 
are received . 

8781. Do they not invest in t'x^^>Htal savings banks and postal cash certificates, in (Ireai 
Britain where there is no question of dej>reciation 1 — There is a savings bank in Aberdeen, 
which is just typical of the work they have been doing there. A gocnl example of this 
may be taken from the report of the Trustee, Saving.s Bank of this city, at the end of the 
last year, Avhieh shows the value of banking in Seotland. Out of deposits in the Invest- 
ment Department aggregating l‘2,300,o(K), the Bank held loans of the different I/oeal 
Authorities in Alxwdeenshire totalling more than £l,fiO(ht)dO. This is in eontraat to 
what Sir 8tanh\y Reed told the (jimiuittee on Indian Curren< y in Ifllfl, when he said : 
“ ff I might go into a little detail, I would like to say that J was talking to the Chief 
Minister of one of the important cotton States in India, and he tedd me he could take me, 
in his snxall capital town, into a score of houses, in not one of which would there be less 
than from two thousand to three thousand coined rujas's. There is in that town absolutely 
no bank, no credit institution, no stable tmlii organisation in wliich one of these mcui 
can put (uie of his rup(H\s. In a single tomi district in the Jfombay Presidency in 1017 
an additional femr crores of ruj)ee8 was moved in iirtler to finance the cotton crop, and 
in that diHtri( t there was no braiK'h of a bank.” 

8782. So far as ta])ping thew^ small amounts in villages is i oneenu*d, would you sviggeat 

the extension of tlie postal savings banks system Yes, hut here again I would refer. to 

my recent artic le on'MJold arid British Capita) in India ’ and my suggestions for 
developing our banking system in villages. 

8783. Proftfisor Kale : With regard to the figures of imports of gold on {►rivate account 
given in your statement, the average import for the last ten years is about one-fifth or 
one-sixth of the total production of gold ? — Yes. 

8784. Is it also not true that the Indian population is about one-eighth or one-sixtli 
of the total po])ulation of the world ? — Yes, that is so. 

8785. If India is entitled to take one-sixth of the total supply of gold, is it not due to 
the fact that the population of India is also one-sixth of the total ]iopulation of the world? 
— It is not that so much but it is the piirposfi for whic h gold is used that matters. 

8786. Is not gold used in fine arts in very large quantities in other coirntries ? — Yes, 

I refer you to my pajier in the Economic Journal on ‘ The future of Gold and Indian 
Currency Reform ” where 1 show that at the end of 1924 monetary gold w as 53 per e’en!, 
of the total, gold for the arts in Europe and America 31 per cent., Itulia's absorption 
14 per cent, and the absorption of China and Egypt 2 p^^^ c ent. 

8787. Are you referring to the paper by Professor Keyrws ? — No, but to my ow n 
paper published in the Econonuc Journal for June 1927 which is edited by Mr. Keynes 
and Profesew Maegregor. 

8788. I should like to ask you whether it is not natural that with a popuiation of 
33 crores the Indian imports of gold should be about 12 annas per head per year ? — 
Per capita figures are always misleading, but the exact of per capita gold absorption for 



the last ten years works out at 14 • 8 annas per head. What I am trying to bring home is 
that 80 much of this gold is used for unproductive purposes. For example, a high 
political officer in a large Indian State writing in July 1923 said that the rulers’ private 
hoard in coin and bullion was more than 10 crores of rup^jes. The ruler had his jewellery 
valued privately on his accession, and its value was not less than Rs. 200 crores. It is 
not the question of the ruler being typical of the mass of the jK»pulation. It is the 
absolute waste of the money remaining idle. 

8789. I want to put it to you in this way. hi every country on the face of the earth 
the population will require a certain amount of gold to lx* used in jewellery, apart from 
the gold we may require for reserve in the banks, and do you think that it is a practieai 
proposition for many years to come to reduce the use of gold by the population of the 
world as a whole ?— -I agree with you, subject to what ! meant, that with more and better 
ediK'ation it will take as you say a fairly long time. 

8790. I>o you moan to say that with education, a pari of this gold will be utilised for 
other purposes than for omameiits ? — Yes. 

8791. The only |)omt that I wanted to make is that one ought not to argue merely 
from the size of imports of gold and say that all this gold could have been utilised for 
a productive purpose. It is misleailing ? — Yes, it is misleading. But what we econo- 
mists, and I hop<? Professor Kale is with me, are anxious to do, is to put the wealth of 
the country to productive purp(»ReH as far as possible. This cannot be brought al)out 
imtiJ t))e customs which are now deep-roote<l arc bTi>ken and until women folk are 
edvic’ated. 

8792. Has not this question of jewellery assumed an importance on account of the fact 
that there is a shortage of gold needed for curreney ? — 'J’o some extent that is so. 
1 was very much impressed when 1 went with Mr. Ik'njamin Strong down (>d feet l>olow 
the level of the stretd in the Reserve Bank in New- York and saw something like 
£ 800 millions of gold lying idle there, and he asked me what would lx* its effecd on 
banking if ho freed that gold. There you have g(dd concentrated for banking purposes 
as an apex of (U'txJit. Here it is sprinkled all ov(?r the country through lack of confidence 
and lack of cHlueation, and it is not ready for inol>ili7.atiori of credit. 

8793. But you are aware that mueh of the gold you are referring to, was also lying idle 
in the vaults of the Bank Yes, but not in the same way at all. 

8794. It has been demobilised and does not in< rease credit, otherwise it would have 
shattered the whole banking system of the w'orld. Is it not? — The Federal Reserve 
authorities have sterilized nnu h of it, but the gold is used for monetary purposes on the 
whole with a gieat deal of banking skill. 

8795. At least a part of it w as kept as reserve ? — It was so sterilized there through the 
existenct^ of a sound central banking system and it has been a great gain to the United 
States to have a federal reserve system Iwfore the war which eould avoid crisis and thus 
recurring fluctuations w'hich otherwise would not have I>een possible. 

8796. Professor Kale : In India for some time to come during the period of transition 
when we are trying to modernise our banking system, the internal trade of India will 
have to be financed by indigenous twinkers. you not think that some steps will have 
to be taken before these shroffs come into line with mcxlern banking in order to see that 
the internal trade does not suffer euid at the same time the indigenous bankers do their 
business with the same facility with which they are doing to day ? The point is this. 
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We know that the indigenous hankors have not yet come into line with modem 
banking- l>o you want them to come into line with modern banking ? — Yea. 

8797. But it will be many years before the modem banking system «j)road8 over the 
whole country ? — Yesu 

8798. During this time of transition we may hove to devise certain means with which 

indigenous will have to be utilised for Uio purpose of fmoncing internal trade ?— 

Undoubtedly so. You can do it verj' easily if you have a unified banking syeiem and if 
tlie Central liesorve Bank pays spe<*iol attention to the needs and requirements and is 
not rigorous as it is sometimes now. In the Federal Keserve Bank of New York men 
givt? a certain ( lass of paper- They are so expert that in half an h(»ur’s time the whole 
thing is done. 

8799. You are aware that the internal trade of any country is many a time bigger than 
its external trade. So that for India it may come to anything like 2,000 erores of ru|>eo8. 
To fiiiaiK^e inb'nial trafic it A^-iJl require a very large machinery and this work will have to 
l>e done very largely by shroJJs ii^r many years ta come? — Yea. They ought to bo 
encourage<i as far as possible. The estimate of 2,000 erores is, I think, an unde^c^stimato 
of what ai lx 3 st i.s a very rough approximation. 

S800. In the <^vidcnce that has been plactvl Ixdore us we have been told tliat the rate 
of interest chargc*d l.y these hankers is about 0 |K)r cent. ? — Yes. 

8801. Then again w^c are told that amongst these indigenous l)anker8 there is giifficieiil 

moiH'V f)n which they can trade to-day. In certain cases they do reijuire assistance from 
without. Therefore, if this is the po.sitiou, I think the (‘entral banking institution, 
whichever it may Ik', will have to takf^ into account this fact and .say that here is the 
muchintiry, here are the funds in the rural parts of the country and they can be utilised 
for the piirpo.se of tinancing internal trade ? — T agree with you ; but we Imvo to 

linance them vezy cautiously and very carefully'. 

8802. Then; is a tendency often times to regard the indigenous bankers as out-oFdatc 
and HO on ? — Any one who has .said this has not studiexl Indian economics- The nkrajj 
is cuiiservative. But bankers all over thf; world are conservative. 

880;h With regard to the quotation you have given from Sir Norman Murray, of 
i ourse. you have stated not the particular view of your owti, but you have placed before 
us the tw'o aides of the question and T nee<l not ask you any further question on this 
point ? — You w'ill just refer io the statements ap|X3nded to his evidenot^ on page 478 of 
the Indian Currency and Finance, Volume IV, 

8804. In that reply Sir Norman Murray has said that U) a certain extent the Imperial 
Bank of India may be comixdiiig with the Indian joint stock banks, but they arc doing it 
on fair terms and they are giving facilities bi the public. But do you not agree in the 
cireiiimitances I have described that the facilities may be given U> a certain section of th» 
population at a very heavji' cost to the country taken as a whole ? — Tills jxiint was raijwxJ 
a fortnight ago m England in connection with this now banking enquiry. There is 
a feeling t<3-day in England, alnioet universal throughout the country, that the buHinoss* 
man in Ijondon is able with the Big Five to get advanta^^js w'hile the smaller man in the 
province does not got, because the Big Five are so large that the man in the provinces 
camiot meet the headquarters staff like the man who is in London. Tim is one thing 
that promptcil this banking enquiry in Flngland and a g<K»d deal is goiiiij to tx; aaid on tlm 
question. 

Mi' Y 8o’— 
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8805* I)o yon tlimk it is a very important point ? — It is a very important point and 
it should not be overlook<3d* 

8H06. With regard to a national savings association the work has been and is very 
largely being done now by the postal cash certificates. But we have received complaints 
from many cities that the higher rate of interest that is allowed by Government on those 
certificates, to a very large extent, withdraws money aw'ay from the rural centres and has 
consequently had a very adverse effect upon the banking position in the rural areas. 
Do you think that the rate that Government allows to-day is a bit higher than what it 
should have been to-day ? — LcK»k at the figures of amount outstanding at the end of 
every year. In 1917-18 it was 8*8 erores ; in. 1 918- 1 9- 20 it was about 6 crorcs ; in 
1920-21-22 it was about 4 erores ; and in 1923-24 it was about 8 erores ; in 1924-25 it 
was 13 erores ; in 1927-28 it was 31 croros and to-day it is only about 32 erores. Tn view* 
of what you have suggest<id just now about the total amount required for financing the 
internal trade of the country, compared with it, this sum of 32 erores is after all a very 
email amount. 

8807. But it is partly money which otherwise we are told would have gone to shroffs 
and Government is competing with them by giving a high rate of interest on the certi- 
ficates. They say that the funds which are available to the rural population are being 
depleted ? — In view of the smallness of the figure and in view of your remarks on internal 
trade it is not going to affect it very muf»h. At the end of 3l8t March the amount out- 
standing is 32 erores of rupees. It is comparatively a small amount. It is recognised in 
all savings banks all over the w'orld to make it so attractive that it draws large sums of 
money. My point is that the amount is very small as compared with the total amount 
required for financing the internal trade. 

8S08. But this is looked up permanently ?—The receipts for last year were only 
4 croros and 90 lakhs and the repayments wore 3 croros and 29 lakhs. The net receipt® 
y-'oro 1 crore and (U lakhs. This is a very very small drop in the ocean and it is not 
locked up permanently as one who studies the ways and means stat<mient of the Finance 
Department well k nows. 

8809. Do you not think that this is likely to affect the intemai trade ? — No. 

8810. The^ Chairman : Can you say at least that a jiart of the money which is invested 
in post,al cash certificates would not have been forthcoming at all or would have been 
hoarde<l if there were not those facilities available ? — This is very probable, but we have 
no definite data. 

8811. Professor Kale : Your point is that every effort should be made to induce the 
people to invest their savings in bonks ? — Yes. My definite proposals are given in the 
Economic Journal for I>^cember 1929. 

8812. Mr, V, L, Mehta : You have quoted some figures about some savings associations 
in Aberdoeii and those figures show that a very large proportion of the resources is 
utilised locally ? — Yes. 

8813. Do you not think that a savings campaign here would have a greater attractive- 
ness about it if it was understotxl that a very large proportion of the savings were to be 
used locally f — Yes. But you have to see that the savings are put into use in the proper 
w*ay. 

8814. But assujpoing that it was possible to utilise these savings in sound local 
schemes, would you then have objection to their being so utilised, and w-^ould that not 
popularise the saving® scheme ? — Yes ; I am in favour of that. 

Pri?icipal 0. Fitidkiy Shirras. 
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8Sl5. You said that you paid a visit to the Federal Reserve il&nk in New York. I do 
Hot know whether you had any opportunity of seeing the system of warehouses in 
4.morica ? — No. I was really to study the methods of labour in Labour Dcpartment-s 
but thanks to Sir Basil Blackett and 1 w»w3 able also to study Wall Street an<J the 
banking system first hand. 

8816. About this bill Bystem is it more popular in the Continent than in England t — ^ 
Yes. 

8817. I just want to enquire if the lack of rapid expansion of the system or further 
expansion in India may not bo duo to the fact that the joint stock banks and the Imperial 
Bank more or less follow English banking methods rather than Continental banking 
methods. Is this one of the reasons why the bill system is not so poi>ular ? — It may 
bo 80 . 

8818. About financing agriculture, in your n^marks you say that some of the joint stock 
banks are not inclined to invest a largo prox^ntion of their funds in agriculture. If mo 
have a central banldng system, do you think there vdll have tn be some provision for 
Ibiancing agriculture ? — Yes. I think you know in America recently they have madi' 
8x>ocial arrangements for financing agriculture, but you cannot get away from the fact 
that banking is banking. 

8811). Would you like to have a S4>paratc machinery for fiuancmg agriculture or w'ould 
you combine it in the central banking system ? — I M^ould rather have it, if x>OHKibic, in 
the central banking system itself. The final draft of the Indiaii Reserve Bank Bill did 
contain a provision, differentiating l)elwcen commercial and agricultural bills. Thus 
the bank w’as allowed to discount and rediscount commercial bills maturing at a xxiriod 
of not more than ninety days. With regard to agricultural bills, how'cver, the xxiriod 
was extended up to six mont hs. In the Federal Reserve Act agricultural x>a'I>er may run 
for nine months. This concession to agriculture is made Ixjcaust^ the turnover of 
agriculture is loM'er than the mdustrial turnover. 

8820. Both for long-term x>urx>ose8 as well as for ehort*term purposes Yes. 

8821. Do you mean that the Central Bank will lx‘ resxxmsiblc ultimately for financing 
to a large degree the whole agricultural industry ? — Yes. 

8822. Mr. Kamat : About the figures wdiich you have given as regards tlic 
absorption of gold and silver in India, is this ratio in relation to the world’s produi;- 
tion ? — Yes. 

8S23. But have you similar figures for other countries V — For examido what is the 
absori^tion of gold and silver in England for jew'cilcry x>vr eaxiita ? If in India you say 
it is one shilling xx^r capita I want to know w hether in England it is more than one shilling 
or less than that per head ? — I will give you data from the Report of the United iSf^tes 
of America Mint. 

8824. Unless we know how much is being used in England xx>r head W'o do not know^ 
how it compares, whether favourably or unfavourably with the xx^ople here ? — Obviously 
the amount w^hieh we use in the West for currency x>urpo3e» is great. H is relatively 
high. But it is not so high as sometimes xxsoplo are apt to think. 1 w'ill, as I have 
said, try to get data. The United Stakes w^orks out estimates of gold and silver 
in each country in the w'orld for non-currency xmrposes. Gold used in the Arts? 
in England in 1926 (calendar year) is estimated at§ 74,333,68-1 of which § 43,268,236 
was new maU^riaL The figure head is, therefore, Rf=. I ll and annas lo resjHH-tivcly. 



396 


l^ilver used in the Arts m estimated at fine ozs. of which 29407 

fine oza wag new material. This gives a per capita figure of -SSoz. and * 25 oz. 
respectively. 

8825. But, speaking generally, from your general impressiona have you observed that 
m the streets of London there are mem? jewellery shops or whether there are less jewellery 
shops than, say, in the streets of Bombay? — May 1 include the Bullion Market in 
Bombay, a most interesting part in Bombay ! 

8826. lieganling advances to purely iiulustrial concemfi by the Imperial Bank you try 
to show that Indian concerns get 63 jx>r cent, of the total ativances ? — ^Thc figures are 
given on page 479 of the Report. 

HS21. But are they in relation to the total amount disbunK'd ? — Yes. 

8828. I wonder what is the total demand from the Indian concerns, and how much out 
of that demand the Imperial Bank has advanced. VV‘hat I am trying to find out from 
you is this. You do not prove your point so far as I can setc For example if out of 100 
per ednt. demand for money, 75 per cent, is given to Indian concerns and 25 per cent, 
for Europeans then it is something, whereas if 30 or 40 per cent, only is given to indianS' 
then the fact is th(?i other way. 1 want to iuit>w what was the total demand from indus- 
trial concerns of Indians as well as of Eurf>p(?anH ? — I do not think 8ir Norman Murray 
has put forwawl this information. What he meant to 8ht)w^ w'as that out of their needs 
63 iK)r cent, was Imlian and the rest W'ae European. 1 shall just read the following, 
passage : — 

iHir Purushottamdaa Thahurdas : A fmv witnesses ha v(> mentioned to the 
Commission that a general suspicion is lurking in the mind of the Indian public that the 
Imperial ^Bank do not give full facilities to the Indian commercial aiid industrial 
community on a par with Europt?an eoiumereial eoinmurtity. (/an you put Ix'fore the 
Commission any figures or fa^^ts to challenge this allegation 7 >nwa JaHe ?— We recently 
lkK>k (nit sum® figures showing the amount of our industrial advances to IndiaiLs and 
Europeans. 1 have a copy of the statement here. This conceniB only the industrial 
a<lvaucos and it shows that our industrial a<lvanee8 to Indians totalled 13 crores and 
14 lakhs, w'hilo our advances to Europeans totalled 7 crores and 70 lakhs. With regard 
to the deposits and general loan facilities if the (Vmmission would like to call for 
a stotenient showing our deposits under the head.s ‘ Indian and European ’ 1 have no 
doubt that tlie hank will Ix^ able to supply it, and I am sure that the staieiuent will 
show that we receive more deposits from Eim)p‘a.ii8 than from Indiaxcs and we lend 
more to Indians than to Europ^dna. 

X must say that those wdio mode this allegation have not for reasons which they 
have not In^en able to explain to us very fully Iveen able to give us facts in support 
of their allegation and I felt that thc}^ Avould put forwuird any figures prima Jncie 
'which would show there muld nxd be much in it. On the w hole it might help us ? — 
(Sir Norman Murray) I am sure the bank wdll be very glad to produce the figures to- 
show' exactly the extent <d CHir advances to Indians and Europaiis. 

“ May I then take it that you w^ould send the Secretary a statement of the 
commercial advances on siuxilar lines ?— 

“ The ChoirimMi : Let us first understand that it can be private. Ik^rhaps we may 
mention the matter afterwtuds amongst our«clve» as lowg as 8ir Norman Murray kuowtt 
jjust what he has to send. 

iVimripui O. iSkirrm; 
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Sir Norma^ii Murray, would you repeat it ? — It wouki l)e a statoniout whore ms 
«houli show the t4>tal amoimt of our deposits dividetl uader the heading ‘ Lodiaw 
and European ’ and the total amount of our advanct^s in the same way because 
it is quite untrue to say that we discrimiiuvte in any way unfairly betwt^en Europeans 
and Indians. In our own interest have to consider every propositioix which is put 
before us on its o\ati merit as a proposition.” 

Then he put in the following statement •. — 

I.MPEREVL BANK OF INIHA. 

DKCoSITS and AovAKOBK as at THK I.AST WEliK la Maucu 11125. 

Penentagc 
of total. 

Rs. 

35,22 lakhs «7 

PhKH „ 'U; 

Total * 52,10 „ 

Advances. 

its. 

In'iian . . . . , . . . 4S,27 laki.s <18 

Eurofiean .. .. .. .. 2:t,18 „ :t2 

Total .. 71,45 ,, 

Indian Banks. Other Banks. 
Rs. Rs. 

‘ Deposits as on 27ih March 1926 . . . , 1,86 lakhs 5,7(i lakhs 

AdvaneoB ,, ,, .. ^ 3 ,(l 6 003 

♦These figun^s arc incdiidcd in the totals of ” Deposits ” and ‘‘Advaneos” in 
the prectHlihg tables. 

8829. Does this mean that the advances are mmle on the basis of deposits received from 
Indians and Europeans ? — Not necessarily. 

SS'RJ. What I wanted to know from you is, what proportion do they tulvanee to Indian 
industrial concerns to the total demand made by them ? — This is not possible . 

8831. Even taking your figures as they are; I may xx^int out, at any rate, for Bengal 
only 3 '74 lakhs arc advanced Indian industrial concerns while 5-74 lakhs are 
advanced to hluropean industrial concerns out of the total of 9*48 lakhs. You 
referred a few .minutes ago to the college students in Giijerat whom you hod the 
ty|>rK>rf unity of ohserviny and mcntione<l the use that could m^Klc of thes(‘ young men. 


Indian 

Euro])ean 
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Po you think that the Imperial Bank is making sufficient use of Indian talent for Indiani- 
eation Tf — I am not in a position to know that. I have not seen the recruitment statistics 
in recent years but I do think we heads of colleges could give the Imperial Bank 
and other banks young men who with training and experience would l>e very valuable to 
the banks and the banking system. The Indian Institute of Bankers is also a move 
in the right direction. 

8832. Mr. Desai : Do you not think that the chief thing in banking is the character 
of securities offered by the commercial and industrial public ? — C/crtaiidy so. 

88 >3. I place it bedore you t hat in this city the millowners arii not in a position to offer 
securities which are acceptable to the Imperial Bank. Is it not in the interest of tho 
country and trade that the Imperial Bank should change its rigid formalities and rules ? — 
The Imperial Bank is governed by a statute in regard to finance. 1 understand that it 
can make adequate advances on goods such as paper, etc. If tho millowuiers wish to 
pledge their stock, they will be accomm(xlated, but tho millowners prefer to continue to 
attract their owui deposits from individuals and not to follow the rules required by statute. 
The Imperial Bank, as Sir Norman Murray reminded the Hilton Young (Commission, 
is specifically prohibited from : — 

“1. Making any loan or advance — 

(tt) For a longer period than six months. 

(6) Upon the security of stock or shares of the bank. 

(c) On tho original security of immovable property. 

2. Discounting bills fur or lending or advancing in any way to any individual 
or partnership firm an amount exceeding at any one timi^ Rs. 20 lakhs except on the 
security of trustee stocks, funds and sccuriticB, securities issued by certain .State- 
aided railways, the debentures and other securities issued by District Boards under 
the authority of tho Legislature, and goods or documents of title thereto. 

3. Diflcountiug or advancing on bills, etc., of any individual or partnership firm 
payable at the town or place where they are presented for discount which do not carry 
on thorn tho several responsibilities of at least tw'o jiersons or tirins xuicomiected wdtb 
each other in general partnership. 

4. Granting unsecured overdrafts in excess of Rs. 1 lakh. 

6. Opening accounts in tho London Office for persons other than its Indian 
constituents, ^ 

The Bonk is generally prohibiUd from transacting any business not sixicitied in 
tho Act ; this prevents it from sharing in tho finance of the external trade of tho 
country, ’ * 

8834. Yesterday tho millowners told us that the Imperial Bank is not extending any 
facility to the local industry. I want to know your views t—If I had been warned of 
this "question I wa)uld have made further enquiries from my millowmor friends. In the 
absence of notice I am not in a position to answer this question. You w'ill got this 
information in Boqi.bay from the head office. It is a very important question. 

(The witness withdrew.) 
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Mr. JIVANLAL V. DESAI, Bar-at-law, Ahmedabad. 

RepHes to the Questionnaire. 

SECTION 1. 

Qt'estion 1. — As far as 1 know the agriculturist in this district generally obtains 
financial assistance from the village bania for all purposes. The rate of intere^st variCB 
from H to 20 pt.*r cent, per annum and sometimes bonus also is charged. There is no 
fixc‘<i jKiriod for which the loan is granted, but generally the bania setiures repayment at 
harvest. Tlie produce df the field or the price is paid to the 

The Government grants tacravi loans, but the Imperial Bank of India and the joint 
stock banks take no part in assisting the agriculturists. Co-operative bonks are of some 
assistance to the agriculturist who may be a member of a co-operative society. 

In recent times professional money-lenders like Pathans hove found a fair footing 
among the agriculturists notwithstanding tlieir exorbitant rate of interest and their 
special method of recovering their dues. 

Sindhis generally go from village to ^Village with bullocks just at the beginning of the 
cultivating season and sell bullocks on instalment system charging something in advance. 
Generally they charge 60 or 70 per cent, more than the cash price. The instalments aro 
to l>e paid regularly. In case id default the Sindhi goes to the village and demands from 
the cultivator the instalment. If he is unable to pay the instalment a mnttal or penalty 
with the instalment is demanded within eight days or so. In castM>f uiability to pay, 
the bullocks are taken away by the Sindhi from tho possession of tht^ cultivator. This 
practice is followed even if the last ittmi is not paid in time — Hence the proverb 
“ Smdhinu Kandhu (Jhhe.'' (It is a Sindhi instaliiu'nt.) 

Some merchants give advances on the aoenrity of the proditijc if the same Ix^ conBigned 
to them for sale in an outside market. 

So far as I know there is no survey made of the requiremejkts oi agriculturists for tho 
purpose of agricultural improvement or o|>eration8. Roughly sjMmking, I would put 
down tho amount at Hs, U) per acre of arable land- 

So far as I know there is no information available as to the extent of finance provided 
annually in kind. In some villages the village bania gives seed fixing the value thereof 

in cash and he receives back the amount thu.s settled with triterest by the priniucc in kind 
^ 

at rates fixwl by the bania himsiilf. 

This method loaves tho agriculturist at the mercy of the bania with tho result of 
increasing poverty and increasing indebtedness, I would suggest facilities be given te 
the agriculturists by the State or by its agtuicies for all agricultural cj>eration8 and 
improvements, tho State having the first charge on the produce. 

The villagers resort to the bania because loans are obtainable more easily from him 
than from co-operative societies or Government. 

As far as I know there is no co-ordination between these agencies except that tho 
‘ Provincial <A>-operative Bank might obtain Government loans. 

Qtjestiok 2. — The present method of marketing crop is also through the village sowcar 
who often acts as an outsider’s commission agent. Sometimes the villagers in the 
neighbourhood of a taluka centre resort to a bania of the taluka towm for this purpose. 
In some cases a taluka towm bania goes to the villages and through the instrumentality 
of the village bonia, enters into forward contracts for the purchase of thx; produce. 
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fiomrjtimeB iiKmg thf* prioe at tfmt timo, and sometimes the price may be fixed at the 
time of taking delivery and oftentimes the cultivator has no voice in fixing the price. 
If the price settled at the time of making the contract is lower than the price of the 
commodity at the time of dejivery, the purchaser does not give much trouble, but if this 
price is against the purchaHcr, all sorts of difhcrulties are thrown by him and eventually 
tho cultivator is persuaded to accept a lower pric>c. 

If arrangtmicnts be made to give fair advances to the cultivators against the produce, 
I do not 5ieo any difheulty in organising pools. At first the village ^nowcars will create 
an opp<^)sitiou, but spread of education would remove this obstacle. Pioneer pools under 
the .'supervision of tnisied jKX)ple would go a long way in populdrising this institution. 

Tho pro'Juce of the field being practie.aily aasignwi to tlic village sowcar for moneys 
borrowed for agricultural Ofierationr., these' advances will hav< to be repaid before the 
prodiK^e is taken to tho pool, and SKjme amount will also Ix' required for the payment of 
land revenue. 1 would suggest that arrnngeinent should be made to advance up to 
75 per tjcnt. of the price of tlw^ prcKlucc brought to the pool to meet these. 

I have noticed that there are greater fivcilitk a for financing the foreign trade. These 
ox|>orters are in a position to make noeessary advances or payments f(»r the proiluci and 
they get financial assistant from the ImjKjnal Bank as well as from the joint stock banks. 

The Uiluk/i towns are connected with Boinl>ay and hundis dx^wix by t.iluka bankers on 
Bombay hankcra or merchants are cashed locally. 

Only railway receipts arc employed for raising money during tho process of marketing 
and no diflic ultics are experienced in getting lidvancca thereon. 

At important ialuka centres licensed warohousos may be of some assistance, but tboso 
will roqulrt' (rovemment help. 

Question 3. The value of land deptnids upon different circumstanccp, proximity of 

a railway station being an important factor. If there is no well and the land be not fallow, 
it would fetch about Rs. 25 p<'r acre in an ordinary village. Bui if similar land Ix', near 
a railway station and the villagers fairly doing their work, the price may go up to alxnit 
Rs. 70 p(?r i^cre. Bagcyat lands are sold at Rs. 150 to Rs, 200 an acre. 

I>and sold at Government auction for nun-payment of revenue is likely to be. sold at 
a lower price, because^ the previou.s occupant has not paid due attention to it for .some 
years Ixdoro the sale. The land has appreciably detcrionitcd. .\t such auction land is 
sold at frtuu six times Ut ton time.s the afucssment ; but if land is mild at court sale, the 
occuj>ant has paid atb^ntion to his cultivation almost to the very last and this land ia 
likely to get better prices. Tho land sold by private negotiation is bound to fetch highest 
price. 

Qitestion 4. — There are no impediments to mortgages except in the case of talukdari 
lands. There are no land mortgage banks or agricultural banks in the district. 1 would 
suggest the establishment of a land mortgage bank, capital whereof may be obtained by 
delamtures or from Government and money lent at iiiU*re: 9 t not higher than 5 jier cent, 
per annum. Cultivators not owning lands may obtain financial assistance from 
agricultural banks to be established which may bo financed with the coUectiou-s of . 
fnlukm. whitdi aVprosent an? sent to the Imperial Bank to be utilised elsewhere than in 
the Ialuka^ 

l!lio RtK^ord of Eigths is not in some instances prepared accurately. Ordinarily, thia 
work falls to the lot of a faliUi and it is j^mseible to overreach him If the Record be revised 
Mr. JiurtM V. Ihmxu 



with the as3i<it:i!ice of some rospreta!>le men of the village i»r kiluka and eertithxi lo he 
'Correct by the mAimhUdtir, there will be no rblv to the bank. 

The process of f.ireclosurc will W" siTupliht'tl. if the mortgagee bank be trcabnl as liaving 
posses.sion of tlic property mortgaged, power of sale br-ing conferred by Htatnte npt>n the 
bank as iji the ease of an kaigHsh inortgag(' under the 'IVansfer of Pro]>crty Aet. 

Tho working capital td mortgage banks as well as agrieultural banks .slundd be raised 

from 

(а) deposits; 

(б) funds fn)m central institutions ; and 
(e) debenture Bonds. 

If (iov^ernnKuit giiarantco is extended to (he prineipal and interest, t b(‘ pulilu va ill Ik* 
induced to purehasc dclcntures as wt'll as t(» make de{>osits. Mdu* stu jdus of tahfka 
collections should be made availa-bU* for the agrieultural banks. So tar as dcp<rsitM 
are ooncemed, these may t>e allowid the sanie interest as post iilliee d('])osits and 
debmitures should not carry more than o jx'r < eiit. interest. 

QrKSTlON 5. -So far as the Ahmodal>ad district is <‘oneerned, no estimate is made <.>f 
the iridelttedness of any villagt'. But, it i.s ]K>ssthle to make such an eHliniate if the 
eontideric<‘ of tin' agrieuiturists is st'crin rl that tlx' (‘stimatf is being iiia'ic' bn a iHUU'Volent 
objeet. 

Agri<‘ulturists are gener.'illy indebted to the village* ffatna^ and tin* rate of tnierest varies 
from S to *20 fter e< ij.t. In ealeulating interest un '- rupulous jemh rs tain* advantage of 
the igrnaraace of the /igrieuit urists. If any Pathans Irv/e goin' inlt> the village, the rate of 
interest goes up to, in some oases, 1 annas per rupee per month. I'ln'se PathaiiH lend 
for a irioTith or two and if tluvre b<^ failure to re]‘uv, intere.sf is .vddc'd to the |>0Piin“ipal 
the loan i.s reiic^wed bn a period t»f a month or Uao, 

There are many iiistain*e:; in winch tin* original propric'tors iiavs' part.cd with tln'ir 
lambs to their creditors and themstdve;? cultivating tlie satrn* a./i men* tenants-at*will. 
These tenant cultivators do not pay the same atti'iiiion t(* (!}'• lands as they dfrl when 
tlicy were o\vner-e]jlti vators, 

QrESTloN (>. — Stone c-ulti-vators own mileh eattle and thus add to their Hbueter 
agricultural income. (lur making or sugar relining or cotton ginning in tlu' hands of 
merc'hants. bateiy, in .soin*:* \ ifhiges hand sj)i]ininr' is ndrod cerd , hut haTiddooin industry 
Would 1 k'. more attractive. Yarn may be supjdied im eo-(»]K rative ixrijieiphei and tlie 
finished cloth will be avai!a]>)e cheaper to the villagers. In villagi* kcIkkiI curricula room 
should 1 m: found f<lr village bandit, rafts lilu^ carpeiitry, smithy, tailoring, hand -Hpinning 
and hand -wea vino so that wheji grow iiojp, the young villager beginning life may have 
a liking for the craft tluit lie iivay Iiavc: picked up at .school. 

Question 7. — My {dcservatiou l<'<vl.s me to infor that tlie ( ■o-up<*rat.i ve Movement has 
not made much progre.ss in this distriet;. Reeently, co-f»jK;:rati ve bousiug movement has 
gained popularity, if riLditly frdlowed and understood by tlui people, it lias great imUm.- 
tialities. Co-o|r>erative farm .societies for the suj/ply ot impicinents, inanure, seeds, 
rite., would be a move in the right direction. 

Qub.sti<>n 8. -The e.'itension of tlu^ Dckkha-n Agn<‘ulturists‘ lirbid A*-! to thi.s district 
has not made any appreciable effei't on the (xmdition of tiie agricult uiists. in certain 
respects, it has gone to reducr* the '-redit of the atTicuUurists, home larg(* ZA:m.indars 
have taken shelter under the Act. I would siigs/est that the provisions of the Act .slioukl 
apply only to small agriculturists who fidtivate the hitids ]>ersonally. 

V 83 — 51 
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Question 9. — The Usurious Loans Act can be resorted to by debtors in larj^ towns, 
but the lender is shrewd enough to disguise his transactions ; and the impecunious debtor 
in such circumstancoB has acheaptjr and less laborious remedy of resorting to the 
Insolvency Court. Some legislative measures may bo taken against the professional 
money-lenders. These are a class by themselves. The native shroffs are not in this class. 
In this district, they have the appcdlation of handhias, t.c,, those who lend money 
recoverable by instalments. The Pathan money-lenders arc a great danger to society. 

SECTION n. 

Question 1. — The indigenous banker generally did all kinds of busincsB. He was 
instrumental in financing local business, in remitting or obtaining money up<!Ountiy. 
Some such bankers undertook even insurance business. Several bankers have now taken 
to industries, principally the millindustry, and the banking business oi thv shroff s is 
mostly confined to lines connected with the textile industry. 

Question 2. — Thc6K^ bankers are useful in financing j)etty trades and industries. 

Question 6 . — As far as I know the indigenous bankers receive deposits at fairly 
low rate of interest and they lay them out at a difierence of about 1 J to 2 per cent, yier 
annum, and a certain bonus |>cr year for keeping the Ickata is called culat. 

10. The indigenous bankers have their own connections with the provincial markets. 

11, Local money flows to the provincial centres through the IniiKTial Bank or joint 
stock banks. This flow of money makes local money markets tight. 

The money in the hands of local bankers generally finds employment locally and it is 
not drained out. 


GENEIIAL REMARKS, 

It is A matter of common knowledge that though the agriendturist with all the mcnilH rs 
of Ids family works on the laud for the greater part of the year, the family gets very poor 
mtuTn. Many causes have contributed to this result, and very drastic remedies arc 
required to ameliorate' his ('oiidition. J’hc Sta,to must assume very onerous duties for tliis 
purpose. I woukl suggest even a moratorium for the existing delit.s of agriculturists. 
In past times, Government has undertaken such duties for large landholders like 
taluhdars. At present we have the Court of Wards Act working in their intere.ste. 
The problem is very wide. There are vast tracdsof land available for agriculture, but the 
fiamo remain waste for w-ant of any system. If agriculture made paying, there will be 
a solution for the uneinploynu'iit problem. Even the villagers getM>ut of the village 
if they find labour in an industrial centre. The city of Ahmeciabad has a large iiuml)t'r 
of such immigrants. J^ve for land should be created among the young men. 

Oral Evidence. 

8836. The Chairman: Mr. Desai, you are a Barrister -at -Law practising in Ahmed- 
abod T — Yes. 

8836. Are you in any way concemod with any banking institution ? — No. 

8837. Bo jTiu do any banking business yourself ? — No. 

8838. Do you come into touch w'ith agriculturists in their operations ? — A good 
deal. 


Mr. Jivanlal F. Desai, 
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8S30. Is it Jli coniUHrtion with 3’oiir practice ? — Yrs. Also mj' mn is a farmer. Ho ia 
Or graduate in agriculture and he has taken to prac tical fanuing. 

8840> Whereabouts ? — It is about 10 miles from here. 

8841. Does he do farniiiig himself or does he lease' the laud 7 — He does it himself. 

8842. Does he keep accounts ? — Yes. 

8843. Will you tell tis what ia the cost of cultivation per acre uiuior dilferenl crops^ 
lor instance, for cotton* juar and other crops ? — I will get this information from my sou 
and semd it to 3’ou. 

8844. In the first paragraph of your statement you refer to Ixmus, Is that the same 
as vaiav ? — That is jxi^hdi. When a khata is started or a loan is advanetni for Us, 100» 
they charge Rs. 5 or Ks. 10. This is w hat is called paghdi. 

8845. Is it the same as w'hat they (tall in other parts of Gujarat v(dav 7—Yes. 

8846. Is it the usual practice for the Ininia to insist in the case of a lK)rrow'er upon the 
produce being sold through him ?— l^t^ has a first charge. It is uiuierslood. 

8847. Legalljr has he a first charge ? — No. 

8848. Is thiB the usual practice here ? — Vos. He advances money practically on the 
s:>curity of the harvest. 

8811). Do you think that the amocint advanced l»y Dathans amongst agric'ulturists is 
increasing in recent years ?- — Yes, because the village hanin has not sulficient ( apital. 
It is lea ked up in agrii.'ultural opjrations. Now his resourc'cs arc not as goexi as they used 
to be fonncirly- 

880O. VV^hat is this due to \ — Due to bail seasons, and due to the fiscal jx>licy of Govern* 
ment. 

8851. Were not there such bod years before ? — I have seen that from 11)00 up to now 
there have been a serit'^i of bad years. 

8852. Is this figure of Ks. 10 per aert? ba.sed on any calculation or Is this only a general 
improssion 7 — This is only a general imprcs.sion, 

8853. Speaking alxiut marketing you miy that if the market is falling, the purcbast'.r 
plays all sorts of tricks and deprives the agriculturist of his legitimate price ? — Yes. 

8854. Is this true of x>urcha8es in the village or in the markc't or iii Indh ? — Gcm rally 
most of the {)roduce is sold here in the villages only. 

8855. Y^ou say, “ If arrangements be made to give fair advances to the cultivators 
against the produce, 1 do not sec any difficulty in organizing x^^ols.” If they do not 
bring the produce to the market at all, will not such arrangements lx> futile 7 — You 
organize a pool or a sale society, have the goods there and advance against it. 

8856. But this would be done when it is brought to the market for sale 7 — Yes. 

8857. But so long as a cultivator sella his cotton individually, there is no possibility 
of forming a pool 7 — There is the village bania who by a previous contract (collects all 
the crop during harvest and then takes it to the ginning factory. 

8858. But so long as this systtmi continucB there would not be any necessity 
for ^warehousing unless this system is broken ? — I think it U necessary^ to break it 
down. 

8859. Speaking about the Usurious Loans Act you say : “ Some legislative measures 

may be taken against the profcfWsk»nal money* lenders.'* Do you suggest some 
legislative measures agaiuot village ?— No. 1 mean men like Pathans, 
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8860. How Wfnilfi yrvu diatingnifili thoni if you waot to uiwit'rtake legislation ? — W«? 
ean oaBily diBiinguish thtMii. 

8801. Sup|M)H(? you want to |mBs a law, how would you distinguish l:)eUvt*cu 
thow<^ m<uu!y IcMidcrM and oUkt mouoy-h-nders ? -You livight call them biukers. 

8802. Ihit there are other bankers V Would you want legislation against all 

bankerB ? —No ; 1 want legislation against fKa>i)le who deal wdth villagers and w;bo 

have a ba4l reputation about thidr niethoii of a4!vanenig money- 

88G.H. (^an you mcorjx^rate this in a law '( — It can easily be dmie. It is a question of 
legal drafting. 

8804. How can you distinguish an ordinary village moneydender and those 
who advaiKje at UHurioua rates of intiTest V Will you lake the rate of interest as your 
criterion V — This will 1 ki one method. 

880 r>. In your general remarks you say : it is a matter ot eornmon knowledge that 
though the agriculturist with all the members <d his family works on tlie land for the 
greater paid of the year, the family gads a vi ry poor relura. Many causes have contri- 
imted to this result ami very drastie rt.iiualiv.s arc rcquirdl to umcliorati' his condition. 
The fState must asHunie very onerous duties for this |»urpc>so. I would suggt^st even 
a moratorium for the existing del>tH of agriculturists." For how many years 1 — At 
least for als^ut 10 years. 

You further say: " in pa.st timi-s tJovi'nimcnt has uudcrtH.ken sut'h duties for 
large laudholders like ialukdan^.'' Have tic y declan'd a moratorium? — Yes. And we 
have the (/Ourt of Ward.s Act working in their interest. 

8807. Mr, Kamal : You say : '* Thi' ]>roeos.''i of foreclosurt' will be simpUtied, if the 
mortgagee hank he treated aw having |>osweKsion of tin* p]‘o]H:rty mortgaged, ]>ow'or of sale 
being i'onferrt;d by statute upon the hank as in the ease of an Fiigiish mortgage under the 
Transfer of Fropmdy Act.” Will you please exphiin how is tlu‘ pnx rHiure iwlopted in 
ihe Fnglish mortgage Under the Kiigiish nun t.guge tlu' mortgagee has the pow\u- of 
»ale without going to tlu^ civil court, and an Ungltsh luortgage iw jiossible betw'een parties 
who art^ pot liinduH or MahomedauH and a joint, stoclc liauk on one sirie ; and there may 
Iki a mortgage transi tion. Then the jiossession is witli tlu* hank. 

8808. Do you think that such a power should be given to all IvuikvS in India ? — No. 

I start with the idea of a land mortgage l»auk. The power should lie given only to laud 
mortgage banks. 

8809. Mr. Iksai : You saj' iu \'our mciiioraudum tiiat the rati* of inte rest i harged by 

a Imnia varies from 8 to 2t> }>»'r Cf ut. jmu' annum ? — Yes. And the Fathan charges 
four anuas ptrr rupi^e {xir mouth. • 

8870. Inspiie of tbo Dekkhan AgricuJluriBls' Redief Act and the eo-ujx'rative societies^ 
these Pathans have a lirm footing here, have they not ? — Yes- 

8871. Can you tell us wdiat are tlie reasons ? — The imjieeunious condition of the man 
is the ehief thing. 

8872. Chairman : Do I'athans mlvance to lalxiurcrs or also tei agriculturists ? — * 
To anylxxly they a4ivancei money. They do not require any security. 

8873. One witness told this (kimmittee that the Dekklvan Agriculturists’ Relief Act 
lukl compoUcil honest fninim to stop their ilcalings while the Pathans Iiad taken their 
place. Do you agree with Ids view ? — This i.s going too far. If there arc hoiust ba4iia>» 

Mr. JiranlitI U Lhaui,,. 
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an<nionoi;t viUugfvre, there W 1 .U not bo any neoessity for tho DeklvUan Agncuilumi®’ 
Roliof Act The kmia.^ have worked to the dctrimt nt of agriculturipts. 

8874. Both the viila'^cr and the banin ar*» oxiBlmg smoe centuries, do they not ? — Yes, 

8870. Mr. Dr mi : Do you not think that other ayeiieies and forces have worked t{^ 
the detriment of the interestB of agriculturist::! might Ih' som<» reasons wiiit^h 

cannot be fathomed. It is not purely the agricultural ifulebU<inesH. I’ljere art? other 
delits which < ;iniu>t lx* met from pure agriculture. 

8870. Then do you not think it a pru,cti<‘al solution to orgauir.e the haniar^ 'i — It will 
Ik’ too dillieuit to organize them. They will lx* cutting each other's throat. 

8877. Drojt-Msor Kak : You say, I have nciticed that there are greater fmuUtii^s for 
financing the' foreign f rn^ie. 'rhcj^e exporters are in a po.siiion f o make necessary a<lvanc*t^s 
or payments for the prcHim t* and they get {inancial assistance from llu' Tnijtcrial Bank a» 
well as from joint stock banks ‘r — \h‘s. 

8878. Do you write thi.s in a spirit ol <M.>mplaint ? — say it as a fa<'t. 

8879. That is to sav, you want to bruiL': tt> the notu-eofthi' DommitUe tin fact that 
ai! sort-s of fat ilities are given lor the linance to foreign trade and Uk'V an* not given 
to internal tnule*? Is t his your point ‘r- - Yes. 

8S8(i. \ On say that ( o •o^H rat ion has not rnath^ much progress in this district. How do 

you a : count fer it ? TJu' mernher;; < ouid not undcn-taiul the iruv siurit of co-operation. 
*' # 

Tin re i.s also aruit la r thuci. .X man jzocs to a \ jl!a<ic banker and gets money with greater 

facilities tliaii when lu' ens's to a ;-och {v to borrow lus ausc then,' are ( crt.aiii formalities 

which lie lia.s to obst'rve and without tlu'sf’ fonnatilus lie canmd gid monc-y from a society 

and tlussc* tilings t’u'rcfnre have cn'aicd a Ia< k of contidcnce in him in the society. 

8881. Is the general rat<! of inK're.st of a vihege )>anker much liigher than tho 
co-opcnvtive .society's rah' ? — X'es. I think the society charges about 9 pt^r cent, and 
a village bania might Ix' charging alxnit 15 per <'ent. 

8882. Do till! laiidholderH w}i(.» liave good cnsiit go to a banvi jf they have goexi 
(Ti'dit they can get money at a cheap rate. 

88:^5. I>o you think that there i.s a growing tendency in this district for laiul to pasa 
out of the hands of cultivators Y — Yos. This is because the landholch'rs arc not able hi 
repay their loans taken from money-lenders. 

S8B4. Does not the Dekkhan Agrit ulturi.sts’ Relief Aet help a cuUivutor in retaining 
Hie land ? — The instalments arc tixed by tlie ('ourt and e\’en tlecsi' insLiilnH'nts ure not 
paid. 

88 5. Do you think that on the whole tlie said Act has not worked Hatisfactonly ? — ■ 
No, exeept some ialukdars who have hi»d some ml vantage under th(‘ Aet. 

8885. On thf' sivnu' page you sa y, ‘‘ In village school curricula room wliould be found for 
village 'handicrafts like cavjx'ntry, dmithy, taiUiring, hand -spinning and hand - wo a v in g 
so that w'hen growm up, the youjig villagg'r lx*ginniug life may have a liking for the <Taft 
that he may have picked up at school.” Do rou think that this kind of work would 
promote greater industrial expansion ?— 9diis kind of work may be n:1kd‘ in the sc hools, 
but 1 slioukl prefer employiiieiit in the village itHelf for them' people instead of thedr going 
to Ahmedaha<i. People eome to Ahme(ial.Kut and work like taillocks. 

8887. But we we re told tliat many of theese villagers who are engaged to-day in the 

mills liave settled dow n in Ahnuxlab^M] and do not go daily to their villagc'sY -They walk 

evc-'ry da}' loth in the luorning and in the evc nijig live or bix miles. I know as n mailer 



of fact thoro arc large pioeofi of land owned by big shetim and they remain tmcultivatcd 
year after year. 

8888. Po they remain uncultivated for lack of intereflt in farming or lack of 
labour 7 — Yes. Generally apathy of the owners. You will find half of their lands 
remaining uncultivated. 

8889. You Baid that further facilities (should l)e git'en to agriculturists. Do you refer 
to the taccavi system or to something else 7 — I refer to assistance in the shape of an 
agricultural bank. I do not approve of the tciccavi advance at all. Taccavi is a sort of 
screw upon the cultivator. 

8890. What is an agricultural bank ? Do you distinguish it from a land mortgage 
bank ? — Yob. 

8891. Will you keep open a land mortgage bank for landholders, loth big and small ?— 
Yos. 

8892. Why do you say then you want an agricultural bank ? — If ho is not 
a landholder he might be a farmer and he should be give n a current ac cuimt on the credit 
of his produce, 

8893. Would this be <listinctivo from a village co-operative society 7—YY's. 

8894. Would yoi; prefer an agricultural bank to a small village co -operative society 7 — 
Yo 8. And* it could havr^ a wider area of operation. 

889fi. By whom would it bo managed ? — ^Thoro might be a small c(.)mmitUH* or a paid 
agency. 

8896. Would it be managed by jwople who bring in capital ? — No. The State should 
have to finance it. 

8897. Have you heard of any tsuch agricultural banka anywhere in other countries ? — 
I remorabor to have read about the Egyptian banks. This is partly a laud mortgage 
bank also. 

8808. About the rathans, (uin you bring them undcTany K gislation ? — No. 

8899. \Vha\j is your nuuedy 7 — The remedy is one gets Ixiaten and there is the civil 
Burgeon to dress him. 

8900. Is the evil greaU^r in the city 7 — It is grcat^T both in the city and in the villages. 

8901. Is it widespread 7 — Yes. 

(The witness withdrew.) * 


Rso Saheb DESAIBHAI SHANKERBHAI PATEL, District Honorary 
Organiser, Co-operative Societies, Ahmedabad. 

{Summary of liepliee to the Questionnaire in (htjarati.) 

The agriculturists obtain finance from (a) the eowcar and (6) the co-operative society. 
The agriculturists.owe ancestral debts to sowcars and instead of redeeming the old debts 
get more and more indebted. The sowcars charge interest varying from 6 to 26 per cent, 
to persons with credit. They advance both in kind and cash. When they advance in 
CBHsh, no period is generally fixed, but they recover interest on the loan advatxced every 

Mao SaJieO Dcmihkai Slumktibhai Paid* 
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year. When they advance in kind, they recover at the time of the ftoa«on. The co. 
operative societies in this district advance money only in cash and not in kind. Every 
year normal cnxlit statements are preparcxl during tlie middle of April or May, and the 
agriculturists are given loans between June and Soptembt^r by instalments as and when 
they need. As there is no proper supervision and chock the loans are mieuseii. Most of 
the members, being indebted to soivmrs, borrow from the society to repay the sowcarn. 
The societies advance money on tho strength of two sureties, the rate being gentTally t) to 
12 per cent. 

The eonditiou of the agriculturista has been worsening on accoimt of eontimietl bad 
seasons, inc'reased indebtedness to sowcars and the improvident habits. 

In order to improve the economie condition of the agriculturists, Govcmmciit should 
take tho following ste ps : — 

(1) Co-operative societies should be started in as many vilbvges as possible, and well- 
educated group Hccrotaries should be appointed, who should be cout roiled by district 
banks and supervising unions ; 

(2) Only finanec for current expenses should be provided through co-oporativo 
societies, and a land mortgage bank should be established for the purpose of granting 
long “term loans. 

(,‘i) (ioverninent should lend money to those land mortgage banks at 4 |)er cent, from 
the post ofllee savings bank deposits, which they receive at 2 ])rr cent., and the' land 
mortgage bauk.s should lend money to agriculturists at rates not exceeding 0 per cent. 

(4) The land mortgage bank should redeem the agriculturiats from old deht,B and 
save them from the clutches of mwearn, 

(5) (’(>.r)pcraliv’t> sale societies should l>e started to assist the agriculturists in dis- 
posing of Iht'ir producjo and getting a fair return. 

Oral Evidence. 

{Summary of Oral Eviclrnre in Gujarati.) 

I am a Dist rict Honorary Organiser in Ahmedabad. There ar<' 49 boc ietics in my charge. 
More than half are good societies. Many of Uh/ memlx'TS borrow' from the societies as 
well as from the fiowairH. dhe sot ieties do not '^ciiow' tho total iiuIchtc'dxjesH of tho 
memters because tho rtiemlx'rs do not Htate the exact facts. It is dangerous to finance 
the memlK?rs w’ho are already indebted. For current rn^eds, the inonrlicrR are financed 
fully by tlie societies. Normal credit statornenta are prepared, and the memlwrs get 
money to the extent of theiimit Ix^tween Juno and Scpttunlx^r. 

There are Pathans in all villages. They charge 6 |K?r cent, to good agriculturists. 
Good men do not join the societies. The members of our societies are charged 0 to 24 
per cent, by the mwears. The mvreare also advance in kind, in which case tho interest 
works out at about 26 per cent. Some members advance money from the eooietios for 
agricultural needs, and use it for other purposes. 

I suggest that there should lx? group secretiirics, so that the societies will bo managed 
efficiently. The societies should advance only for current needs and should not odvanco 
for marriage and other expenses. For long* term loans there should bo a land mortgage 
bank. People now invest money in postal cash certiticates and savings bank which 
money used to go to the traders. It w'ouid be better if this money is invested in 
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< 0 'f>pf?rativ^ .Hocieiios or in land mort;^age banks, hi Jainiatpur vill<u!«* about Uh, 500 
art? iiiv(^ste(l in postal cash 8orno jvcople lofw Iho (?ertilioat<>8 and they 

eannoi withdraw their monoy. Therefore, now' they do not inve.^t in postal cash 

There ia no purchaee and sale society in my talut i. The dalah of pnowners go to 
villagott and the agrieultnriBtM sell thoir hapas to thesis dalaU. The agri iilturiBts them- 
selvea do not take their pnxluce to the ginning faetoriffa. The prire depends on the 
eompetition among the buy<;rs, and the prii-e flnetuateB every day. Wlien the price ib 
hxod, there is no karda in ginning fac tories. The cotton is soni to the ginning facl^irieB 
in hircxl carts. If a sale society is started, it would take the kapa^ from the agrieult mists, 
and advance money to the extent of 75 iwTcent. of the value to tlie agrii ult ariKts, and the 
Jeapas will lx; taken to Ahrncxlahml or Virauigam or Kulol for ginning. Tliere aro no 
sale Koeieties in the Ahine<iabad District. 

The prcsc*nt/ socretarics of the soiietitv-? are not well trained and they are m>t well paid. 
I think group stcretaries would he able to manage the BOiieti(!s Ixdter. If a, gcHKl secTtdary 
i« obt>ainfHi locally, be may l>e engagtsl. 

In my opinion the Oo-()|KTati ve Institute sliouid havf; yiropairaiida (gh'v rs, w ho shoiild 
Uuveh the |Ka)j)le in the village prim iples of <'C<rnomy and tlu itt. 

(The witnc'.Hs withdrew'.) 


THE AHMED AB AD SHROFF ASSOCIATION. 

Replies to the Questionnaire. 

{Su iintui'p of Rf’jiUes to (Jurs'tio/moiw: in (i Hjcrol > .) 

Only the aotrears finam c the agricult urist.s, Ou-oporative hanks have not yti 

pro\-e<l auevessfui ”. i'he rate of mtert'St varies according io t ia* tinaiu ial ['ositio-n of 
tlie agriculturist.s from t> per cent, to 12 per cent. At the t iim* t in* advauce is made, t h(Tt> 
is usuivUy no uiidc^ndanding, as to the period of the loan. It is givcti /.>n the l*orro\verks 
credit and only in rare cases a Hurt ty is roquinck It is understood tied the lean would 
be rtipaid afttu* harvest lime. ^ 

The agriculturists borrow uiMiey fitnn hania merchants. (oAernmord and other 
banks have (buic rnUhing to liel].> the agriculturisf . 

The rate of interest on loans in villages dtyieud.s cm the rates ctijuged hy tie* city shroffs 
which depend on bank rates whit h again dejxmd on the inijirrial Baidi's rate. 

If the Imperird Bank rate t'annot be rodueed during the season frtjm January to April, 
Government should arrange to lend money on easy terms through tin* treasury. 

The principal produce of the district is taken to village oiandis for sale. Kapas is 
taken to places where there arc gins and ordinarily it is sold at five market rate. 

If there is a system of forming pools, the agriculturists wamld get good price for 
their goods. 

The Beink rate ia high and money is dear at the time of marketing grain. 

In our district the internal trade is carried on by means of hundis only. Only the 
d&rifhani htmdis aie in vogue. 

Thm Ahineduhad Shroff AsstKiniion. 



Tho No':^4>tiaV>U niTYirtitr Af t stuiulfi iK' junrndf'f), 

Tlifv irtuxinium prit'o for tlio s<ti] its K«. fjtM) |joi acnv. 

Land can Ih* Ic^ratly m<>rten';:;osl in nur dif-.trict. TJu* m ista would l*c htdja^^d if 

there are land niorticir/.e baiiki^. H the liusiiitaw in <ion<' with eaulion, there ia no risk 
tff lo.sK. With Government guarantee tho^'e hanks can get money ladween 4| )>('T eeiit. 
and o j)or cent, aiul it may advnnee funds at GJ |K'r cent, to 7 per rent. 

If an estimate sd rural irutf'btedness is ix'r(TiincHl the lU'Vfiute f )('pn I’tnient vshonld 
f‘o-operate with the ('ongress (\unn«ittcf\s nnd sdher firgarusat ions as reliable inf<»r-. 
mati.ui ^ t N? ohtairK^d l>y th'vernnu'iit dc[vdrtmenls without the assistanee of siu h 
iKMlies, 

Owing to ijinoranee and e:Ktrr,*nie poverty in prt‘* British dapi tlie ngrienltiirist used it* 
occujgv himsi'lf in sidisAdiarv indui tries siioii as, spinning an<l weaving lint now owing to 
the exi.stenee of mi]];: and ginning faetorKv- saeh ifKlustrios Imae disa jipennc'd. 

tn our distriets rs'-o]>enit ive Imnks do little laisiness. V\’(‘ an^ not theivfiire in a {Hisitioii 
to say wliat good tlu'V do for the agrieullurist, \Vi* Ixdieve, if r-ueh hanks ar<' run on 
sound lilies^ it wouM Ix' ad\ .inkagefuis to tlu^ agrieuliurist. Gatv' should hf' taken to sen 
that owing tii ifrne-rasKa* th<’ Ix-rixover is n<»l robbed. The muimgenient should ensure 
that lie gets tla full amount sanctionoil. 

M ueh riilTiculty has la on eaiised by the DeJekhan Agrieultunst.s' Belief Act as orving to 
the pixivisions of this Aet it is extn'inely diliJ< uit for tlie lenfier to recover Ids dues. 

:\s the rate of inti i'est is not Idgh in our dist riet s, t he IVurious Ivoanft A<d ia not 
availed of. K«jr tla sain<‘ rearsni tluos- is no n(u*d be' Uie Moni'y lend<‘rs’ A<;i, 

The do the same kind of husiness and of the same magnitude and responsibility 

as Uk' imperial Bank and otluT banks do. Tiny help p<*<)}>!e such as small merchants 
whom the baubs j ciicrally do not give any finaneie! a;;: istanet . 'J'be Jiuperial Bank and 
if her Iwinks [day an ini-iguifkaant jiart in liiiaiK’ing the trade ed* Gujarat. 

\V«' cannot gin an idea <d tlu' c.xjh'!; a", of tJie but ss romjsiK d witli t he exjK'nHiai 

incurrcil h>' the hanks, it may hi* said teal th(‘ hiisines.s of the ,y/ooy/.v is eoudueb‘,<l <jn 
'of.HUioinical linv;h, d lie Inipcri'’J ikink ho.s givt Ji iii» lacdilios t<i the akroffs. 

Only dar:)fuini kundi.y are in use 

The shrojjf^'" rate of intcnx-'l depends on the season, but ordinarily it is fxdwtx'ii 
4 pier cent, and G per c< Jif. d'he agriculturistf; Inive to pay 11 to 12 jier ei-id . 

TUcrt‘ is no uu h prejudice against tin- shrejjfi ius titen? is agaiijet the hanks,. 

The noe<l no b-gal fa<'iUty. 

Shroffs would lie more useful to the public thtin adititional l*anks, ami if facilities ar<s 
given tc> tfrem such as thos^j given b> the IjupierUl Bank they would lie very useful to the 
people,. 

As the ehrojfs do business with their owui eiijiitab f lioy would object to any i]ioa«UJ>e« 
compx'iling them to disclose their jHisition. 

\Vc are in favour of opening a Heserve Bank if it is likely to assjt^t shroffs ami cox)|X‘m- 
tive hanks. Luring the rains tlierii is a surplus, iiut w'e <kj not think iiiks surpfua 
liows to provincial towns for investment. 

-MO V 83 — i>2 



THE AHMEDABA0 SHROFF ASSOCIATION was represented by Mr, JAISINOHBHOY 
PURSHOTTAMDAS, President of the Board, and Messrs. AMRUTLAL 
HARGOVANDAS, MANILAL BHOGILAL and NAMNADAS CHUNILAL, Members 
of the Executive Committee. 

Oral Evidence. 

8002. The Chairman : How inarr’ moinbeT-s has your Assoc on : — IVo luindrfxi. 

SOUS Arc the^v all shroffs 'i — 

SOtH. How many of those shroffs arc pure shroffs who would not do any other hut t he 
bankirijz huMincss I do not think there would be ojven tive. 

89(15. Do the otluirs Uhiially do other bin iness ? — Yes; they do coir niis-sion nyoncy 
busine.SH, They act us cott.on coinmit'Kion agents. 

8006. J)q any of them trade on their own ac count ? — W ry few. 

89('7. Are noine of you inillowners ? * A'e-e 

SOUS. That is to sav, Managiiu? Agents of milh; V — Ves. 

8000. Do most of you rec' ive depo.^its ? — Not as bankeri-; ; we do not rec(Mvc deposit*! 
in pfdhis. Wo have deposits in mills. We take deposits on khatd. 

HOIO. lJav(' you fixed rates of interest V-—We hav(‘ lixed nitos for iKirrow irigw amongst 
thi^ shroffs in the Association. 

8011. (■an you tell us what the rates are ?'--l think the rate never o.x eeedod nix annas, 
tliat is 4^ per cent, in Ahmedahad except lust year when it v/as eight annas that is 

6 IHW eiviir. 

8012, Is that rat(i for th(' year V — I'or the season only- D is for the hoiTowings 
amongst the Ttienihers only for iVie short pcrioiJ, what tlic banks say “ call morrfw 

8913. During the oil season yieople do not require any moury ?“-Not nnich. 

8914. It it is required do you charge' lose iiitcrost i — It all dcjiends on the position of the 
market at a particular time. 

8915. What rate do you rharge outsider;’ 7 It all depend.s on the mar', horrowing 
and his ri(‘C<is ; there i.s no unitoruidy. I’ut we do not ( barge more than six perf'cnt. 
to outsiders, and hy way of our pi-olit wc (‘barge adat of Uro ;'.nnas per cent, on the total 
volume ot busiiH'cs on (lu' debit sidt*. 

8916. Is it the adai you charge as cominis.sion agents 7 — That i.s comroiH.sion ; this is 
quite se|Mrrat<c Wc charge outHiders only six per ('orit, and an additional eharge is 
imvle at the end of the year of two annas percent, on the total businc.ss on the dt'bit aide, 

8917. (^an you give us a general idea of the capital wliicb is invested by shroffs in 
Ahminiabad ? — When w'crcrcivod the questionnaire, wc thought of replying this question, 
but W'e found it so dillicult tliat even now w e would not l>e ivhh‘ to give any definite figure. 
But we can say that wc wen' practically financing all the cotton mills and all the export 
and import trade that passes through Ahmixlabnd. 

8918. Can yoyi not give us an idea of the actual rimount of capital ?— I think it m several 
times the imjutal of the Imporial Bank. 

8919. Do you firu'i^u'e rmly trade and indu.stry. or do yon also finance agricultun* ? — 
We do Tv»t fiuapce agricultun; in .Ahmedabad- 

The J hmedahad S'hrojf Ass’KiatiorL 
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8020 1X> you linaitot* uioury-kuidt'iK, and thu^ indir<‘*'tly tin i <m‘ Mj^^riruU 

ture ? — The village ujoney- lender is welevme ; if he eomeg to us, we lend him money* 

8021. What is the rate of interest ? -Practieally the same. 

8922. Have you any relation? with the other barkks here like the Imperial Bank or 
the branelies of joint stock banks T As far as current accounts arc concenuHl, I think 
several of the memlnTs of our Association must have current account? in the Bank. 

892ik Do you yet overdrafts ? — I do not think wt* have tried. 

8924. Have yoii nc c< r felt the want of overilrafts, nv have you never tried ? - -We may 
hav;‘ tried, but tdie rules (d' th’' Irnjc' rial Hayik an* yo sirict tiiat it is (»t no use to us. 

8925. fs it bc'cansc tbey e ant two .sun'tics or t» sound seiunil y - 2dn*ir ways of dealing 
arc peculiar. 4'ihcv as'ertaiu the <*rf‘dit ol !m*rchants. and they i:jve*9iyatc into the 
busincs.s of J7e, !\'hunt.'; Dirouvti pc tty ^‘I(:rk:s wlu? iiiako entjuirics. It is ratlevr uii]>h\asant, 
and we do not like t iiis p.oii'' y , and, ther(*for<‘. u'<' nk<* t<t liave as little dj-idiny with the 
Impt riai Ban.k i.ui jiussiLlc, 

S926. If t licy dv3 not know tlic crc.dit ot a luaii, tlityy eauied advance ? --If they are 
more elastic, I do not think th:- business would Ik^ impo,>u!it>l(\ 

8927- Wh d do \v>n exaedv nnovn b.y ciasticiiy 'r Henv do you Maut thcon t-o 1 h^ 
elastic ? ---1 caiir.ot exu' tiy dcltiic it . Winrt 1 ne*!i,n is tieit j not as we know one another, 
and advan'.’c money on persorv;,! (‘redit, .'unniarly, if tfi('y also tr\ to nn\ witli ns, 
it Mould b(“ b'-tt^T ‘Ve a bnsinc.ss jioliry, they sii-udd not be aheno’ any (»rdinary 
or hanloT. Thcdr was s iff l)usiro\u; arc <tudc diliereiit ; we seek bn dness, and 1 do not 
^liijikthcy s('ek business, 9’iif'rc should !«■ gn'at(*r Inciianisation in tludr service. 

8928. Do tfic here work in part-ncrsfiip, or does (*acli work tor himself T— Here 

4iau;h works btr him sc If. 

S92!k ()o v'ui not eomlc.tH tor tMisine/s tnvnsael ion.-' ?• - Ncit a,s .vAro///; 

8980. iSonio ot yvoir tirrns /aiist fiavt bc(‘ii i'.vist-ini' for many year.s ■-~V('S, some firms 
are adxmt a hundred ye.ar.s old. 

89;)]. is the pre.sent system of doing bu.sineoi the same as it was a hundred years 
ago */ — We are carrying on t/ic .same .system. 

8982. A.s r<*gar(iH humfii, is most of the hundt. tnismoMs carried ou by •dtruJJ-'< Y- it was 
done by and now' it is practically monojKjlislicd by boTiks. 

89.'13. is that becau.se they charge less than the fifiroffn Y — Ttie rat,e of banivs for 
dibeounting hundia is iiommak 

8934. Is that not good for the trade Y — If it is, we do not object. 

8936. Do some of the shroff if also do biismeas on their owm mcount ? ~ d’iiey rniglit be 
doing. 

8936. Have any of them eomo to grief on aecoimt of fliictuatioiiH in <a)t ton ]»ric(*s d uring 
the last five or ton years ? — Very few amongst thorn do businowB on s^Kjculation. 

8937. Coming to your Mtatement, you say that agriculturists u.suallv4r»et iinanee at 9 
to 12 per cent. ? -The village shroffs get money at (i ]:KJ>r eent. and they ':’harge 9 to 12 
per cent, on the advances made to agrieulturists. The rate (h jjends on the crttiil of the 
agri(*ulturi;:t, but if in ver c.vcccdr 12 ywr «'eni. 3’la v' do nut ciiargc 21 per cent, as 
done in the ibnijub. 
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You sAid that you finance the exportfiaiui impr^rtH of Alimcdahad When cotion 
come« here, do the merchontH come to you for money for Imyii^g the cotton ? — Merchants 
outride the city of Ahmedabod oixm aecounte with uu in the scasuii for financing their 
purcha8e8, and most of these merchants have their accounts with one or other shroff. 

8939. When they purchase cotton and seixd it to Bombay, <]o they get incntcy from 
you if they requires any money during the interval ?— Jf they rc'quire it, they might go 
to the shroffs and make arrangements for overdrafts. 

8940. If the purchaser Bends a hundi from Bombay, where ia it diseounted He miglit 
discount it in his own place, 4>r he might eeme to us. 

8941. You sa5^ in your iitatement : Tht^ rate of iidt rest on ioans in villages 

on the rates eharged by the city shroffs, whicli dep< nd on tht' bank which again 

depend on the Jmjjcriai Bank’s rate.” Vou said that y*nir rat(‘. vai ici: frcni 4A to 0 pcf 
cent,, but the Imperial Bank’s rate ia 7 per la iit., .^o your rate dof .s injt depi ihI <111 the 
bank rate In the seaHon it will diqx nd 4111 the bank rale, 'jdu* poKititm will be tliat 
if t he Imperial Bank's rate, has gone liigli, tliere will be seairity <*i notn* v ali r+nind. And 
since the oiKudng td the bianch of the imperial Bank in At;ij)( (.kibad, w Uenevei' thiue i;^ 
scarcity of money in Bombay, the Bank {'sys 7 or oven 7^ pci emit, on d< qaiidti!, and 
naturally wdien wo pay only 4 4 to (i per cent., the UKiuey w ill go to tlie b\r\pcrial Bunk. 

8942. Do y'ou not raise your rates <ui deposits at the same timt; ? - We tlo not rai. e 
them, and our business is contracted. 

8943. As a business proposition, wiiat makes you not iiKurase your rate V-- I think in 
the history ol our Association it has n4>t been im re than six annas 01 4 J per cent , 
fiir our inter finance. Last year it was raised to six yet cent. 

8944. 1h it six per cent, since Ihen No ; at the presint monuni, it is 4J ))er cent, 

8945. Arc any rnudati hundis iBsued hne ? No. 

8940. Were they not in U8(^ beft»n- V— They were in u.s(' many yrars ago. 

8947. Why are they not uKod now ? Are timy ntU good f*)!' trade ? They are good, 

but the Government iw charging much us stamp duties. 

8948. Would the rtMluction or the abolition of stamp duties make mudaii hundis 
popular Y — Mudati hundis were in vogue for about 25 Years and they might again be 
revived. 

8949. Do yt>u know' any special reason, w hieh made tin m disap]. (‘ur V- The rcacoa 
Boems to be this, that w hen the hundis were di.scounted w ith the Impel iai Bank and othei 
banks, the ImjKudal Bank began to enquire into the stability of the people, which tin y 
disliked, and people did not like to go to the Imperial Bank. 

8950. Do y'ou not discount mudaii hundis anuingst yourrelvt's Y— At the present 
jtn4>nK,'nt, w'o do not. 

8951. Did you do it formerly ¥— Yes. 

8952. Do ytiu find any diilieulty in recovering the money advanced by you ? — No. 

8953. Do you imblmb your accounts No, l>ecaurc we have our own iirivate business. 

8954. Bupix^aing onc4)f your clieutfi wants to sec your aeeounts, would you object * 
No, he eon see Iwtnself, 

8955. You say t\mt shroffs w'ould be more useful to the i>ul>lic than the joint stoek bank^ 
if certain facilities are given to them. What aie those faeilities ?- In the fiiat pla< t , we 

%'h€ AhmzdidHid Shroff AssormUim. 
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do not like tho practK e ol t lie Inconie-tfix OOiee. They examine etir ae< ountn, and prepat T 
a dettiih'd liat (*f depotiitorB who receive iiitorcBt> anti direetly iH.sue a return to tliem, and 
these deptjsitors have to satisfy the Income-tax authorities that their income is not up 
to the standard, and, therefore, they cannot be assessed. If they deposit in the bankc. 
they are ned troubled by the Income-tax Oflicc, because they do not examine the 
accounts of banks, and, therefore, {leople like to deposit with banks, {Supposing a man 
from outside the British territory has earned interest on deposits, the Iiicome-tnx Ottii o 
•vv'ill issue a supplementary return and recover the money from us. That is a very great 
handicap, and it is one of the reasons why >vc are. not aUle to compete with joint stock, 
banks. 

8‘,)oG. Ih that liccause tin" joint stock bank;? publish tht ir balaiK'c sh(‘cts and gtd the 
accounts umiitt d by chartf iv'd accountants V 1 yon thii;h tlu' ^hreffs \iauilvl be prepared 
to their accuuntH audited by chartiTcd acr-ountants and ged IhcM" fiu ;liti<s ? — J do 
n<it tbink then would be tiny ohjcclion to have <uir ac('ounls c.\a\uincd, provided there is 
com n VI 'll surut i^ protit . 

8Po7. J/r. Kamat : You told us of tho ways of tui Irnpcrial Bank t hat tbey send 
a ck ik to t‘nqiiir(“ into th(' staluiity of tlvc mcicbnnts and t here i.. no eontui’i bi-lveecn 
tlu'jii and i he (‘ommunit)'. (/an y<ai enyocst a w ay lu)w U) Viiing abieat this 

contact ? 1 think, ihcri' arc ditbcuitics that ni'inv«vArojf/A' do not kixuv Knglii b ?— If 

tlic-j'e is grt'aler ijitciliLU’iu e in the ■mo/w.L'W//, at least the contac't could be brought about. 

81)58. We havt‘ lire n tohl tluvt humH'^ have nc>t bee n vtuy iniu li r< . p' eted by the banks 
because tbey an* not standnidised. Tlien" art' sonu' defects in tlve hutali. l)o you accej)1 
this idea that, if the hundu are standardi; ed, so that banks can uiulerstand five hundia 
belter, there would hi' bettcf busiiies.? bel\\«'en baulks and i'throffs iSo, far as 1 uiuh i ■ 
stand, I hav( not licard aliout b<'intr not vind( i:^b*od by banks, 'riiert' is generally 

one form of fnindis, iind nnict y p< r cent, of himdis an* on tin ioi in ajiprovu d by t lie Shroff 
Mohajnn A;:Soeiation in Boinlvay and the Blnoii" A.''S4)eia1 ion in Abinedabavl, and looking 
to the volume of bicdncrs tlicy arc doing in Awedis, I do not think thi re is any dilficulty 
about this. 

Stt51f. Arc there any f^hroff associations cxc<*pl in Jktmbwy and Alimcdabad V Are- 
you all organised i- WUi know of muie. 

8960. The Chairman : One ha.s rc'Cently been started in Sholapur ? — Yes. 

8961. Mr. Kamat : AvS the '^hroffn have been tinanciug the trade and industry of <hr 
Gountry, do you not think it would be better if there is an organisation all over 
the country ? — It wu)uld be better, if it is feasible. 

8962. Alxjut the volume of deposits wliieh you receive, you said the flifliculty wuis the 
trouble given by the Income-tax Department. But, bcBidcB that, so far as your own ways 
are concerned, do you not think that your ways are rather old-faBhioned ways of doing 
biiKincss. For instance, the rniddie-(daHS people hardly know how to select a shroff who 
is sound, and probably all the money, which goes either into the ])OHtal cash certificates 
or in other banks, would go to you, if you arc known to the middle-claBS x^eopk'. ?— Wc 
are not prepared to aay that we are the inoftt up-to-date orgaiUHcd association. There 
may be defects. 

8963. If there are defects, would you not like to lx- iip-to-dale ?~- ( '(*rtainly. We would ; 
any suggosiii'riB of that sort would be welcome. 

891it Supposing your accounlK are audited by ( bartered accountants only, would 
that be a help towards mutual lanh i st aiiding V VWmidyoti ttw n be .able tu altiact the 
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i1'-porfit» from ( JoverriiTH iil. Berviinta, Kalariml people and bo on ?— 1 would rather suggest 
that it would be bettor if there is an organisation of people who arg doing purely banking 
business, that is. borrowing and lending money, and get themselves regiafered and get 
some facilities so that they may be able to compete with banks. I think, it will lie a 
very good idea, and even those jieoplc who call themselves ahroff/t will have their accounts 
audited. 

8965. iJo you think in cane of village money-lendcrB also some sort of regulation would 
l>c desirable ? — 1 think, hid inc<>uic? would be devoured by the chartered aecountant. 

8966. It may be a charteredTaccountant or some other inspect ion Provided the}' arc 
generally honest. 

8907. Mr. Dvmi : You say that the Imperial Paiik does not lend money, and that the 
Iiii j[a*i ial Jiank and other baiiks play an insignitu-aiit puit in linaiuiiig the frad(M)f 
tiujarat. If the Iraperial Bank docs not want business, w liut is tlie neet Ksity of it ?— 
The Imperial Bank W'ants to receive money, and i< tk.t s n<»t want to lend nnniey. There 
in no necesyity of the Bank here. It is mainly for Government and not foi- the trade. 

8968. Supposing, if inytead of opening a liraneh of the Jraperiai Bank, indigenous 
bankers are appoinlx*d ugents of the imperial i.htnk, would it be l oiter Jt would Ix- 
better and it would be less custiv. 

8909, What would be the did'erenee in exiK'n.ses V- Therf. woiiKl be SO per cent. Itfss 
•xpenses. 

8970. And yon would get all faeilities ?- Yvn. 

8971. Does your busine.sB sutler on aeount of lack of facilities ? — Yes. If fucilities 
are given to us, more busincvss can be done by u.s, and we can advance to agrieiilturists 
at cheap rates, and the traders w^fiuld also be benelited. 

S972. Would the mill industry he also benefited ?- The mill industry i.s tiiuineed by 
fikrifjfs. Every mill has an account with t^hraffs. 

8973. Do ishroffs work as clearing agents of tlic mills ?• -Yes. 

8974. Do they also receive deposits V- Ycb. 

8976. Y"ou said that the Imperial Bank diseoiiiits hujidiH at low rates. How does tlu' 
Bank com|wte with you, it the Bank has to incur much expense ?—Th(‘ imperial Bunk 
has treasury facilities, and it ha-s Governinent money at its dispo.sal fre(' of interest. 

8976. The treasury facility is a public facility ; is it not V— Y'et- ; it is a rate-payer’s 
facility. 

8977. If such facility is given to you, wdll you be able to comjxde with the ImjKjrial 
Bank ? — Yes. 

8978. There is another schome bedore the Committee that nhrojji^ should be registered. 
It has boon suggested that if the Reserve Bank is established, it would be a bankers’ 
bunk, and the joint stock banks would be able to get money, but the Reserve Bank cannot 
advance Government money to K^hrvjjn on account of iu>t kiuAviug the stability of the 
shroffs. Do you think shroffs w'ould agree to get themselves registered, if such facilities 
are given to them ? — I do not think there would l»e any diliiculty in registering those 
shroffs who do only banking business. 

8979. Some years ago there was the Bombay Bank here, and now there is the ImiKTiul 
Bank. There was Indian management in the Boinbay Bank. AVus the Bombay Bank 

5fVie Ahmcdahiiti Shnff At s<.Kia'fon, 



415 


dollar Ix tter biijunoisR tlian the Jjiiperinl Bank Yes ; the Bombay Bank wap. doin^r 
good bus ineafi on account of thi‘ Indian management. Mr. Khuahuldos Patel was tlm 
Manager of the Bombay Bank, ami we learned to go to the Bank through him. He 
resigned ten years ago. 

8t)80. So ten 3 'ear.s ago the relations ot .y'hroffs with the Bank wt're better Yes ; but 
now Ave generally do not go to the Imperial Bank. 

S'JSI. About the Income-tax Department, \'ou saitl that ^ oer aceounls nre seen in 
detail by the Tneomo-tax OHicc, Avhich is not done in t4ie case (»t the Imperial B.ank. 
Ib there any diherence in the Aet ? — Wo know of no ditlerence ; the A( t provides no 
dilTorv nee. 

SbS’i. Is then" a dilicrcnce in working ?■ - -Yes. 

80S3. Tf stamp duty on time is abolished, do \'(Ht tiuuk tlu' trade would he 

iH-nefited ? — Yes. 

Is it |)os‘’ibie We think so. 

H985. Is there anything like a clearing house in Alimednbad ? We liave a very good 
s\ stem of clearing liouse iinuuigst oursehx's without any idiarge. 

S086. Siuc'c how' long does it exist ?- Time immemoriak 

Hits 7.* He .hire the l.lnglish ehauing system w'as introduced ‘/--Long before that. 

8088. Have you any particular pl;i.ee wIutc % ov.t meet '; ~-Wo iru'ct in Maneckeliow k 
hdzar. The lunar is the clearing house. There is no dirfienity. 

HbStk Vrojiu^sor Knh : U is f>ropos<*d, as you are arvare, to start a central r('H(*rve bank 
and it is intended this this reserve hank shouM control the whole finamU'S of India. It. 
is desirable that intiigenous banki'rs should also g(‘t th(^ sanu' faeilitif'S from the resources 
of the hank as joint .stock binks would got. Have you thought over thi‘» matter, and 
have you ant' concrete suggest ions to make ay to how you sliould form a jiart of the whole 
national system of the banking, so that you would also get tlie snine fariliteH as th(5 
joint .stock bank.s would do ? '—Wehav»- had no question, s put before in tlte questionnaire 
an<l wo liave not thought out on the subject, but we shall Ik> glad to exjiresH our views 
if invited to do so, 

HhOO. The. Chalrrnav : Plensi' send us a note after eon.sidc ration as to how to make the 
whole sjo'tem or>e. Will you phaise aitx> h'uuI us n note stating hovv your clearing ia 
done ?— Yes. 

8991. Mr. p. L. Mehta : Have ^mu any ( heque system h('r(‘ introdiicf'd among 
shroff'-' ? — We have chithis, Avhieh are negmtiable. 

8992. Does the Imi»erial Bank make any dilferenee cither in giving or taking drafts 
botw'con shroff r, and ordinary parties ? — No. 

8993. Wherever there iy no branch of the Imperial IWik, do you get any faeiliticB 
through the treasury V —Not through Oovernment treasury, fn V>ig ialxikas hundu are 
Bold, and in other plaees, we have to take note.s. If we get treasury fai ilities, it wmuld bo 
InTtcr. 

8994. Will you be alilc to take advantage of thefie bicilities if they are provided through 
Pub'treasurv V — Yes. 

« 

S99b. Have you connection with Bombay shroffs t — Ved. 
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Sf)00. ia a h>f oi bank bore*. WouM il br arl v-aTlta^TO<)v^^^ if there 

are sueh local committooH ? - If they ha\-e a final voiec in some matters, it would be of 
aome use. If there are local comnntt<»eR aPSHx iatfxl w itli the hx al branehe.s, thr^ 
busiuesB of shroffs would certainly l>e facilitated. 

8907. The Chairman : You say the Irojr’rial Uankdoos not do much for the shroffs, 
but does the Imperial Bank not a^^lvaucc money to big rncreliants against cotton ? — 
We do not think bo. 

Note . — ^ At the eoncIuBion of the evidence the witncf.sirR desired the t'onimittee to note 
that there should he an atm-ndment of the Negfiti.ahle InRlrnmenfs Aef such that the 
hundis also reetdve the s.ame prot(‘etion as ( heqnes and that the eharaeti'r f»f the hnndi 
conforms with “ once a bearer, aUvaye a Inmrer 

(The wilnesse:! witlidrew.) 


Written statement of Mr. RAM RAl MOHAN RAI MUNSHI, B.A., LL.B., 
General Secretary of the Indian Farmers Peasants Federation 
with delegation of representatives of village money-lenders and 
agriculturists. 


SECTION I. 

QtlKSTlON 1. — Money is usually avoidable for thf'Ho purposes by tarvavi, the village 
money-lenders and in s<‘m(‘ places eo-opi rutive hodics. 

The rate of interest is from six to twelve ])er eent. The iH'ri<ul generally from yenr 
to year, tliough aceounts are oftini cnRt evi'ry thivi* years. Tlu' lm[>eriul Bank and the 
joint stock hank ])lav no part. The town hankers very rar<‘Iy ladp. The ( lovernmcnt 
«i<lH oc(Nisionally vviili tarcaoi. Only the villagi* monev-ltniders as a rule, and 
eo-operative bodies in those villages wher(‘ they exist, are lielpful to eultivaloiK. No 
estiinate of t he linaiu ial requirenu-nts can l>e given as it in\ oh es sa'Vei al factors In 
a detailed administrative inquiry. 

Question 3. “ -The value varies* according to t]»e cr<q> it grows, the amount of yield* 
the Hite, the wal/Cir facilities, and the quality of the soil. It may he anything from 
Ils. 50 to Rs, 200 per tighu. 

Question 4. — No restrictionfi. But land given on new tenure {nava karar) is not 
inortgageahle. Tiiere are no mortgage banks here. Land mortgage hanks are fjoing 
tried in Madras and Broach ku'ally. 

(rt) Reference b easy even now, but mistakes do occur on account of the negligence 
of the village officers and parties eoneerned. With Ixdter education the same system 
will be effective. 

(6) The cM:)-operative societies are aided by revenue authorities and have some sort of 
foreclosure privileges, but the instance of Matar taluka proves that foreclosure is not 
practical, and the whole amount is irrecoverable in cash except in small instalments in 
good crop years, 

(c) Registration charges may l)e waived, and if revenue authorities help, no process of 
law at civil court wall Ix> required, but the result may be ruinous by failure of recovery. 
The registration limit may be extended to Us. 2iK) which will effect a saving in costs, 

Mr, liam liai Muthan liai Munshi, 
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and trouble to the cultivators for loans in their village. In the present state of educa* 
tion and social habits, such banks most entertain great risk of loss. I^nd would be 
a safe security individually but not collectively, because if cultivator debtors combine 
in non-payment the security will be as l»ad as stock w'hich is not marketable. If 
Government guarantees it must be prepared to pay and waite it oS. 

Question 5. — ^The village of Gatrad has enormous liabilities, A statement wdll be 
given at the time of oral evidence. The village officer or school- master can obtain the 
necessary information. 

Question 6, — The^e questions were dealt with by the Hoyal Agricultural Commission 
to whom w’e submitted a memorandum. 

Question 8. — The Dekkan Agriculturists’ Belief Act requires compltdo abolition. 
It has been the ruin of agriculturists. 

The prolonged delays of civil suits and recovery of even small loans have stiffened 
credit. This may be remedied by giving small causes powers to laluka civil C4>iirts up 
to Ks. 500 as also by pniscribinga summary procedure under the civil procedure, ^rhe 
agriculturists and money -kuiders are against giving any powers to revenue authorities 
in civil matters. 

This is right considering the present education in villages and tho iirbitniry methods 
of revenue authorities, but I persoiiolly think that wrilh wider and m<^rc efficient 
education as also by a change f>f policy and functions and purposes of revenue 
authorities the sub<jrdinate revenue administrative system can b(‘ made more helpful 
and beneficial for village prosperity. 

Question 9. There is r»o exorbitant interest a.^ a rule, and hence no use of 

the Usurious Loans Act. lA*-gislation for money -lenders is not advisable at the present 
vstage and must be very guarded in its proviso. 

4 SECTION II. 

Qi'EStion 1. — The village money-lender is the only resourec of the village. His 
busincRS is small loans, grain business, .s<;raetimes elolh business alco and occasionally 
a sort of general provision .stores al.so. 

Question 3. — -There are shroffs, rnahajan in towns, but no organisation for villages. 
The banks do not give any support to village money-lenders as such. 

Question 6. — The usual method is to allow' small sums up to 11 h. 200 or 300 on book 
entries and often a khata Ixjok of promissory notes is also kept. The interest is from 0 
to 7i per cent., and in ease of bad customers 9 to 12 £>er cent, at the most. It is repay- 
able at tho crop time. These money-lenders have their private finances. They take 
deposit from local village cultivators or widows. The interest rate on such deposit is 
from 4i to 6 j>er cent. The marginal difference in such cases is their profit including 
risks of loss, but village business ha.s become more taxing to the? cultivator on account 
of the Dekklian Agriculturists’ Belief Act which tempted the cultivator to evade las 
liabilities. 

Question 6 . — Payment in kind also takes place. The normal rate is B to 7 j>er cent. 
No organisation can reduce it and it is not excessive. The Government iaccavi implies 
compound interest, and if Government desires to help, it must be prepared to compro- 
mi.se also and a lilicral system with prescribed rules must be framed. The system of 
iaccavi also goes to i>'strict the cultivators' credit. 

MO Y 83 — 53 
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QfJKSTiON 7. —There is no prejudice. No wpecial protection exeexd the usual civil 
law. The exemption of documents of lie. 500 and under from stamp and registration 
chargee may be helpful in reducing the cultivators' burden. Court fees for claims from 
cultivatore for amounts bcloiv Ks. 500 may be reduced to half the Btatulorj- fv-^os of 
Rs. 7-H-O x>®r one hundred. 

The defects are the opiiortunity of taking advantage of tie cultivator’s ignorance^ 
illiteracy, need and folly. Education is the only remedy, because the lower cLe ses 
are being fleeced by money-lenders on account of tlieir habits and follies. 

The process of recovery of village debts of cullivators may be sim[>liiied with better 
education. Punchayat courts may fjrovc useful, but not at present. The Courts Act 
also may be revised for helping the recovery of cultivators' debts, but there is 
a divergence of views in the delegation in llii.'’. matter aiid they are ciraid rightly that 
such X)OW"erH are more likely to be abused by the revenue subordiaatcK. 

QtrESTiON 9. — They have neither suflieient capital nor good security as a rule. 

Question 10. — A federated fK'asants’ h'aiik with proviinda] h(?adquartery aiid taluka 
branches may be helpful with local directi)raUs. representulive of both money-lenders 
and agriculturists. A suitable method of Beleeliun can be devised to steuie proper and 
honest men. 

Question 11. — It must flow to the towui If on uei eaint of bad seeuiily it caiiuot be 
inveotod in villages. 

General Note. 

The cultivators and villages can become x^rosxjcrous only if the .sulwvrdinate icvenue 
Bystem and its standards and functions vrerc to be altered v itli a similar ( lurngt' in the 
educational system also. The school master, the traitiCfi vijicvge <ijTicei, and tlu; Uilnla 
yMijwirior ollieer, all fully trained for village and agric ultiiral weliurc niay tu lp tr» 

imx>rovc agriculture, village iudustries and rural pro};|><.rity. 

Oral Evidence. 

HtMiS. The Chairman . Mr. Mnnshi, you are a practising pleafhT here ?- V; ,s. 

StMU). You are al'»M he 1 lennal iScrrctary of 1 lu‘ Indian Idunneis Pcasrn.t-- I’ednati' in 
Ahineduhad ? ' Ych. Tht* AHsoeialhm came into exi.slenee in 1921 and olP \ iilagcs 
have been afliliated to it. 

Ifow' are the villages afliliated Thc^^ are afliliated in this sense that (wo 
representatives are ax>pointed by' each village. I'hey forward whatever eomplaints 
they have to brrw'ard for redixss to us and if we want the villagers to do anything, wo 
send a (communication through the.se two rejiresentativcs. 

IKX)1. Whttt are the ol>ject8 of this Federation ? — ^'I'o make the jx^asant inUdlectually, 
ec/Onoiuically, Boeially an elTicient y^atriot and citizen of India ; to organize the pt^asants 
in the x>roviiiiees and Uduhas of India for co-ordinated activities ; to educate, train and 
discipline the India for improved eeoimmie xiroductivity and social useful- 

nesa ; to secure relief against burdensome and inequitable taxation and law' and to 
Hccure Ixmefleent legislation to x>rcunote the wolbbeing of the peasants. The President 
( f tiif* (’ommittee ie Lady Kamanbhai Nilkanth. The members are : Rao Bahadur 
Bhituhhai R, Naik, M.UC, Dr. N. K Dixit, M:L.(h, Air. H. J. Anun, 

iimn May Mohan Mai 3/ an ski. 
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Mr. W. S. Mukadam, M.L.C., Mr, Motilal Harilal, mf^rchant, Mr. Sakerbhai Lallubhai, 
merchant, Mr. K. X. Dcsai, M.A.,LL.B,, and I am the General Secretary. Also I am 
the President of the Village Oilict^rs Union and the editor of the ** Khetlnt *’ (a peasant 
periodical). The hccolquarterB are in Ahmedabad. 

0tK>2. Is this federat ion for the whole of Gujerat ? — Yes. Propaganda is done through 
the periodical cHiled Khedut of which I am the editor. We have^ i^ortain eonnecti4>na 
by correspondence: and representations with the Government of India, the Government 
of DvJinbay and the loeal aiithoritieB. The basie principles ere rapiil constitution ;d 
progress with iegialative and administrative reform.s for intensive rural alleviation and 
uplift — educational, physical, social, economical (agrieiil rural improvement and village 
indasiiics). Gur local programmes are (1) a College of Agriculture for G\ijcrat, (2) a 
scliool farm for every ti/y.U?, (3) a school in every village, (4) text hooks and training 
with new standards of education ueef ul for farmers, (5) waiter facilities for agriculture, 
(d) go.al roads for village eommunic'ations and (7) a peasants’ hank. Here is a summary 
of <mr aoti\ itie.N and (certain authoritative work whii h we liave done. They are : 
(1 ) representatiiui on the legislature of agricult ural labour as apart from factory labour, 
(iT) agriculturi^d-’s representat ion on Statutory Commispion, (3) Flood relief- ernjuiry, 
preparation and jin'sentation of statisth s with statements <tf requin^mouts to the 
Govo aer, the Govcinincnt of I'omhay and the local authorities, (4) Small Holdings 
Pill, (‘olifs.dcci village opirdon and organized oppo.siti<»n to the Pill, d'he Bill was droppra 
by the Oovernment, (d) Charter of Kights presented to the (h/vernnicut and the Simon 
Comnnssion, (b) several fim.all local reliefs for fa’mers and villagiis. We gave evideitce 
bcfoi'c the llo3'al Agricultural Comrnissiotj and the Education Cd'mhiit tee of tht^ Ihmibay 
GovorTimont. Also we submitted our draft reform constit utitui to t he Government of 
India. 

Jjf r. Karnai . For tiow muj\y years have you beon working amongst pt asants ? — 
1 have been working amongst tlu' peasants for the last 14 years. 

9004. The Chairman : Wliere do you get the funds from ?''“I^ora friends. 

bOUo. In 3W)ur statement \'ou say : “ The p€rit)d i.s generallj’ from year i<j year though 
accounts are often cast evory three yt‘ars ”?— friend Mr. Ambalal Bapulal who is 
the vice-president, Taluka Local Board, will la-ar me out wlieu I this. The reasoii is 
that for three years tiie peri<Ki of limitation runs, be., it is a sort of continuing account 
for a period of three \'ear8. 

OlMtC. You say, The town bankers very raredy help.’' Is this an error V— Xo. In 
this also m3' friend will bear me out. J am prepared to .say it on oath. 

tt(K)7. If they have credit why should not the tow'n bankers hel[) them ‘i—So fiw as 
I know the rate of interest in the villages is b to 0 per cent., while in Ahmedabad tho 
shroffs lend munty at 9 per cent., to ’ocal people. The rate between a shroff and 
a shroff i.s 6 per cent. But if it is borrow'ed for a long period, it is not more than 9 k> 
12 per cent. My exp<;rience is that the rural rate of interest comes to 74 pe;r cent., and 
therefore an agriculturist w ill not bo able Uj pa3'^ 1) per cent* 

9008. Further you say : “ Registration chargee may be waived, and if revenue 
authorities help no process of law, a civil court will he required but the result may be 
ruinous by failure of recovery.'” Will you please develop this point ? I want to know 
how tlic result ma3^ be riiinou.s ? — At pre.sent under the Mamlatdars’ Court Act a land- 
owner who is called a ^uxKu ior holder has a right of rr-eoveiy of bia rent from an inferior 
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holder. If the Act i& bo amended a« to give the mamlatdars a right to try small civil litiga- 
tion much of the delay can be avoided. But as I have later cm said the bankers them- 
selves as well as the agriculturists are against it. They have expressed it definitely 
to me, for this reason they think that there is too much speculation and want of 
proper justice in the revenue codes and, therefore, they will prefer the delays of a civil 
court rather than go to a mamlatdar'B court. So this proposition is not practical just 
now. The result will be ruinous by failure of recovery in this sense. 

9009. You say something about the village of Gatrad ? — The representative here 
from that village is one Mr. Tejaji Jasaji. He is a big landholder of 150 higfias, and 
he prepared last time an amisivuTij statement and in this statement he mentions that the 
total population of the village was something about 1,400 ; there were 110 ploughs and 
the total debt was Rs. 1,26,000. The total acreage is 3,470 and the assessment is of 
Rs. 10,000. The portion of acreage actually under cultivation is only 1,450. 
The taccavi debt to the Government is a sum of Rs. 640. They have about Rs. 900 as 
a sort of miscellaneous fund. 

9010. Docs the figure of Rs. 1,26,000 iiudude the taccavi ? — No. This sum of 
Rs. 1,26,000 is due to sowcarn only. 

9011. How did you arrive at this figure ? — Last time Mr. Tejaji Jasaji worked out 
this figure by going from house to house. 

9012. P’or what was this debt incurred ? — Tliis was incurred on account of marriage 
and death ceremonies of old people who died and much of the debt is hanging on their 
heads since the famine time many years ago. 

9013. And still they go on spending on marriages and funerals ? — They think they 
will go to salvation by that. 

9014. The amount of interest they are paying is Rs. 31,000. Have these people given 
up cultivation and gone to Ahmedabad or some other places to work ? — The}' have not 
sold away their lands, but for want of means they are not able to till them. 

9016. But have the owners left their lands ? — No. They are there. They still liold 
the lands. 

9016. What do they do with the lands ? — The lands lie fallow, 

9017. How many khaUdars are there ? — 300. 

9018. It seems they are not cultivating even 6 acres on an average ? — Mr. Tejaji him- 
self put in some guava and lemon plantations hut he failed miserably. I assert that if 
you want U) make enquiries regarding their indebtedness and all that, then the village 
officer or the school -master can do it. My imi)re8Bion is that, the village officer 
and the sohoobma.sier are always quarrelling. But it is the school-master who will 
prepare a more reliable statement than the village officer. 

1)019. Are there any aowcara in his village ? — ^There are tw o sotocars, 

9020. Do they still advance money ? — Yes. 

9021. But there must be some cultivators at least who have no debts ? — There are about 
two or four khatedars, I think that much of the debt was incurred during the last year 
because of the failure of the rice crop. About co-operative societies my impression is 
that in those villages where societies have been started the rate of interest has exceeded 
the rateAvhich was ciirrcnt before the co-operative societies w-ere introduced. I have the 

Mf* Itan% Eai Mohmi Rai Mumhi. 
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village AisliUi in view in this connection. In this village the local deposits of widow'0 
which used to go to village money-lenders we now going to co-operative Booieties witU 
the result that the village money-lenders have no better financing, and^ therefore, he has 
to increase his rate of interest for agriculturists. Before the co-o{H‘rative society came 
in this village the rate of interest was 4^ per cent. I als<» strongly resist any State 
help both from the administrative |Kvint of view' and from the recovery point of view . 
In Dhanduka for the last 17 years taccari has not been rt covered for the simple rewon 
that crops do not give a good yield every year and the cult ivators generally feel that it 
will be w'ritten off. There arc also no rcmissitui rules byi* tnccavi. 

9022. You suggest the formation of a peasants' bank ? — Yes. 

9023. Would it be a joint stock bank ? — I w'ould have a bajik financed by 
Government. 

9024- Do you want that all the funds should be given by (h'vcrnment Yes. My 
jxunt is that the agriculturists will not pay any interest. 

9025. And this has to be managed by agriculturists ? — No. I would suggest for every 
talulca there might be a local bank on which there might be two representatives < f 
money -lenders and two represeiitativesof agriculturists and tliey inigld advise the local 
manager. 

9026. They would take no responsibility ?- This e*)uUi only be done 'when we establish 
a sort of taluka money-lenders’ association and cpiupulstn ily get them registen d. 

9027. Wo\d(i they take the liability then 1 They would borrow money from the baiik 

for which they would be pcrai)nally responsible to the bajik, and they w’oiild in their 
turn lend to tlie village people. If this can he done they will have easy tinance. They 
say that they have no money. If they have more inoiu^y, they will certainly lend on 
much easier terms. 

9028. Professor Kale : You .said that in Aslali village the rate of interest w'as 4^ per 
cent, before the com iiig of the co-operative society ; are you sure that it is pc'r 
cent. ? — ye.s. 

9029. What I ara putting to you is this that though 4J per cent, may be the nominal 
rate, generally when a man borrows from a .wwTar the latter manages to add sonndhing 
to the charge indirec t ly, if not directly. Therefore the rate of inO^resi may ultimately 
not bo 4j per cent, ?— I sa}" that Aslali in this district holds the reputation and no sowcar 
would dare play any trick there, 

9930. Before you affirm that in Aslali the rate of interest was 4j per cent., would not 
further enquiries be helpful to find out whether it was the nominal rate ? — It is the exact 
rate. 

9031. Because elsewhere we find that, they charge indirectly ? — Yes. They take 
a note for Rs. 100 and give Rs. 90 only. 

9032. And some village sowcars are also shop-keepers and w hen they sell seeds, etc., 
the prices they chajge may be higher than at other places. In this w ay they will be 
making up for their low rate of interest ? — In Aslali it is not so. 

9033. About the question of redemption of debts, it ap|>cars to me that there should 
be more education and social reform before it is undertaken, as otherwise if a bank is 
started and people spend, as you say, upon marriages and other ceremordes, any amount 
of such banking facilities would be of no assistance to cultivators ? — I said bo before the 



Eoyal Oomminrtion on AgricuJturc that thorc Bhoukl !jo compulsory adult education 
programme for 10 years, and U nothing to the cultivator during the interval 

that itself would be a Buffieicnt compensation for all the exponHcs he incurred. Thb 
will cure most of the evils of exploitation. 

9034. il/r. V, L, Mehta : In your echeme for an agricultural bank or a pea«ai\ts' bank, 
you said in reply to the Chairman that, you objected very Htj‘<;rigly to any State loans being 
given out because somehow people think tliat these need not be repaid. If this proposed 
bank is to be run by officiak and its funds are to be provided by the State, would 
not the same objection ax>ply ? -There must be h. jjal reB^xuisibility attached to it. The 
money lende.rH who borrow from the bank and who in their turn distribute funds to the 
village p<?uple will be respousible to the bank. In that way tlie security for the tinance 
of the State? will be guaranteed. 

9f)35. In ord(!r to enable the money-lender to cover all risks a certain margin will be 
allowed to him, is it not Y — A margiji of one per cent, can be allow^ecl. 

9036. Would you not allow him to have a margin of more than one per cent. ? — No. 
There will be some rules framed, and one of the rules of obligation w ill be t hat he cannot 
have a margiii of more than one j>er cent. 

9037. If you have a bonk of this type, is there no need for a land mortgage bank ? — 
No. If you start a land mortgage bank, until the cuitivator cease.'^ to sx^end, it w ill be 
hopelcBS to recover the amount and that land mortgage bank will succeed in lending 
but not in recovering the money. 

903B. 1h not reduction of social expenditure, to w’hich you refer, also one of the 
items in your pro^mganda ?• — Yes. 

9039. In reply to question 8 you .suggest something about giving small causes 
powers to tahilca civil courts upto Ka. 500. Wc hava; had some suggestions made to 
ua that the present powers of village mnrisijfs should be increased. What is your 
view Y — No, I do not approve of this. 

9040. You w^ould like to go to regular courts ? — Yes. 

9041. il/r. Kamat : Under yoiir jjrograrame do yon cmj)ha.si7.e the introduction of 
bettor agriculture or do you only ventilate your grievances Y — It is a local affair. 

9042. You mean the introduction of better seed, etc. ? — Yes. But the holding is 
BO small that it is not x)ossible to have intensive cultivation. 

9043. You said you were opposed to small holdings ? — Yes, for this reason that in 
Kaira there are holdings U? the amount of more than 7,000 acres. A widows in Kaira 
lives on half of an acre with a buffalo. 

9044. You also suggest that improvements could not be? introdiuiod on smalb 
boklingB Y — ^Therefore Isay ae in the Bun jab a co-operative consolidation scheme may 
bo adopted and the kJtaUdars themselves might mutually agree on a voluntary baaiB 
by arriving at an understanding. 

9045. So your hope is through a voluntary method rather than by legislative 
measures — Yes. 

9046. Are yem prepared to give certain summary powers to civil courts Y — Yes. 

9047. What summary powers would you give them ? — Upto now- the taluha civil 
courts have power to decide cases to the extent of Rs. 200 at the most. But if poweis 

4/r. Hum Rm Mohan Roi Mun^ihi^ 
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were extended to tlie extent of Ks, f><K), then mucii of the cost of litigation will ho 
decreased. 

9(>48. Would you regulate the money-lenders’ transactions by a Money -leuders’ Act 
or anything of this sort ? — Wo tried indirectly to regulate their transaeiious tlurough 
the Dekkhan Agriculturists’ Relief Act and nothing has been a greater curse to a 
cultivator. It has made him a fraudulent pewson. 

9049. But h*;nv would you put a stop t-o sueh a state of affairs ? As I said, t his state 
of affairs could be cured by education and by a better sul)ordinate revenue system. 

9050. You know that now that in a village the money ‘lender is the pci-son who 

finances all crops. How would you livik up the village money-leiuler with the towm 
fihroJJ ot with a bank Y Have you any idea about it Y — The town shroff at present does 
not lend moiicy to the village money-lender, hut the banks might do so if they are 
imiueed to give money and if proper seeurily found ;,thcy will do it in this senses that 
if the Government passes a Money-lenders’ Act in whieh under certain rules and 
regulations only certain money-lenders will be helped by the lm|4evial Bank or by a. joint 
stock bank, then on this regulation only a red mc-noy-lcnder will have the facility 

from the bank and the bank slnudd give him mom^y at ]>er cent. 

9051. Under these conditions yovi wculd like to hcl|> him and have him registeted t-— 
Vos. 

905i\ Your proposal is to Iiave a pani.sants* bank. How is it to be co-ordinated with 
the co-operative banks Y - It is quite p<»ssible to < o-ordiiiatc it. At present the difliculty 
is about hnance with e.o-opeiativ(‘ soci<*ties. So tbey inigld Ih,‘ given large resources and 
they might ludp in this purpose where there is a sort of a co-operalivc consididatioii 
scheme. And secondly, tliere are hundreds of acres lying fallow and co-operative eolonien 
(d villages can be formed wLi^re people can be aont to work. 


(The witness withdrew.) 

The VoiimiUte then adjourned till 11 a,m. on Sunday, the Isl December 1929. 
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Sunday, December 1st, 1929. 
AHMEDABAD. 

Phe.sent : 

Mr. J. A. Maoan, C.I.E., LC.8. {€ hair man), 

Profe^^Hor \'. 0. Kale. | Mr. V. L. Mehta. 

Mr. B. S. Kamat. 


Mr. K. P. Mahani {Secretary). 

Mr. PURSHOTTAM LALLUBHAI BAWLAWALLA of Bavla. 

{Summary of lieplies to the. Questionnaire in Ovjarali,) 

Some amtill mt-sTchants of villages, who have taken the kapaa from the agricnlturista 
towards the repayment of their does, sell it to merchants in Bavla. Agriculturists of 
good condition sell their cotton to the merchants in Bavla, but merchants hhvc to bear 
the customary cimrges of the village. 

Some agriculturists sell their cotton to the merchants or gin-o^4^le^8 in Bavla through 
brokers. 

Cotton is ginned by turn according to tho numberH given to tlie o\mers of every heap 
of cotton brought to tho gin by them. In tho same way the loose hales are pressed into 
'peu^ca bales by turn. 

The places from which cotton comes to Bavla are : (1) Dholka, (2) Sanand, 
{3} Viramgam and (4) certain villages of Kaira district. Chiefly it is sold to the mills 
of Ahmodabad while a email part of it goes to Bombay. 

There is no hundi businese in Bavla. 

Ordinarily the rate of ginning is Re. 0-10-3 per mauncl of 40 lbs.; but when there is 
competition among the gin-owners due to internal jealou.s 3 % the rate goes down to 
annas 6 per maimd of 40 lbs. When they unite together and form an Association, it ia 
annas 14 pt^r maund of 40 lbs. 

If the agriculturist has brought tho cotton to tho gin and if ho luivS credit, he gels 
advances against his cotton. 


Oral Evidence. 

{Summary of Oral Evidence in Gujarati.) 

1 am a merchant. I purchase iapas and gin it and sell the cotton. I have lands in 
Bavla. The kappts is brought to Bavla from three or four talukas. The agriculturists 
who are indebted to the merchants have to sell the cotton before it is ripe, and they lose 
eight to twelve annas per maund. The cultivator has to soil his produce at harvest 
time at a considerable sacrifice to pay the assessments in January because tlie crop is 
-Ur. Purshotiam LallaUHti BawlawaUu, 



ready in February or March. Most of the agriculturists sell cotton in the villages to the 
merchanta. Some good agriculturists go to Bavla. There is no competition among the 
buyers ; on the contrary, if there is more cotton the agriculturists got less. The Ahmed* 
abod millownors buy from merchants, and if the price goes down they make a kardu, 
and the agriculturists are ultimately affecteil. The agriculturists get money immeiUately 
from the merchants. There are customary charges, such as dharmada. There are no 
big agriculturists who can sell to mills directly. The merchants stdl cotton to the inillrt 
through the dulah m Ahniedabad. The agriculturists do not know the nuirket priws. 

If the assessment is postponed till March, the agrieulturists would iu>t suffer the loss, 
because they would be able to aell the crop when it is ready ami (he assessment from 
the sale proceeds. 

The sowcars advance money to the agriculturists lor seed , etc,, and there^is no condition 
with the agriculturists to soil their produce to tlio sou'c^rs. But wdien tiie ass<\ssmcnt 
time comes, the agriculturists have to borrow money agajjtst the standing <,’rop. They 
charge trvo annas per rupee interest on the money advanced, and those agriculturists 
who are indebted have to pay three to four annas j>er rupee, n,7id in tlio case of those 
who have alr^olutely no .security have to give oiio-thir<l of the crop to the sonrars as 
interest- The agriculturists in Ikxvia arc very poor. Ninety-nine per cent, of the 
agriculturists sell their cotton in the villagoa to the small trjwlera, who bring it U> the 
gin. 

In Dhollca laluka 80 per cent, of the agriculturists have to sell cotton elscw here, and in 
Viramgam about 00 per cent, hava^ to do so. Fmall talukdurs also do the Hame. 

J'or the last four years the agri(uilturistvs' eoiidition ha.s beeonn^ worsfi on acc ount: of 
bad seasons, and they are at the mt'rey of the mercljuiits. 

In Bavla there are afjont nine gins eacdi having tliree or four t'artncrs, and tluTc are 
.al)out six or seven other mercdiants. (,V)tton is ginned by turns in the order in which 
it is received. 

O'hc merchants mf;et at a ( crtain place in Bavin, wiicre 51) or 100 carts of cotton are 
brought. The agriculturists sell to inerehantH through the dalals and they tuive to pay 
one anna dalalL 

(ddie witness withdrew.) 

Mr. M. P. MDNSHI, President, Dhoika Municipality. 

' {Suminanj of li ploA In th:' Qa* stiorm ' ire in (iujaratl.) 

Agrieulturist,s generally borrow money from .'ioiprars for current needs and pcirmanent 
improvemenls. People do not take advantage of Government kiccavi as it is advanced 
on joint bond system. Sowcar.s charge 0 to 24 per cent, interest according tcj the 
condition and credit of agriculturists. 

On account of the Idekkiian zVgricnlturists^ Relief Af t, the sovKms lend money on the 
mortgage of land, houses and crops and get a sale deed instead of the mortgage dc^id. 

The co-operative societies do not finance the agriculturists sufiiciently, and people 
•do not join the society as they do not want to take the risk of unlimittHl liaVnlity of th© 
society. 

About fifteen lakhs of rupees would be the total aiiiount of , capital required for 
Dholka iaiuka. 
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Agriculturi^^ts i^hoiild be provided with finance at cheap ratcB of mterest, and (or that 
puriK>8e branches of the Imperial Bank or co-operative banks should be started in the 
interior of the taluka. 

The value of land in the tnluka may be cjrtimated at 5<) to 200 rupees. 

Though most of the agriculturiets in this taluka are indebted, it is not possible to say 
the total amount of the indebtedness ; but it is absolutely necessary to redeem them 
from the debt. The debt was mostly incurred for agricultural purposes, by borrowing 
from muxara or taking Govemraent taccavi. 

There are very few ahroffa doing money-lending business in the taluka. Persons 
with credit can get money at 9 to 12 j)er cent, and loans are advanced against gold and 
silver ornaments at 6 to 12 per cent. Agriculturists ore advanced at 12 to 24 per cent, 
and they have to paae a sale dec<i. 

There is no branch of a joint stock banl; in Dholka. There is only one Co-operative 
People’s Bank. It has been working since last year on a small scale. 

There should he some legislation fixing the maximum rate of interest charged by money- 
lenders, and they should 1 k> eonijKdled to keep a passbook and to maintain proper 
accounts which should be prcnluced in a court of law in case of suits. 

Oral Evidence. 

{Summary of Oral Kxndrncc in (hi ja rati,) 

I am the President of the Dholka Muiiicipality. 1 am a cloth luorchant ; I have cloth 
ahops in Mauritius. 

The People’s Bank was established last year. We generally finance the small triwiers 
and very few agriculturists. The sUarc capital of the bank is Ks. 4,500 ami the loan from 
the bank amouids to Rs. 4,500. People do not dcpofiit money with the People’s Bank. 
In Dholka some people invest in postal savings bank and some deposit in the lmp(.u-ia! 
Bank and the Bank of India branches. 

There are petty shroffs in Dholka. These mhroffs do hundi business. The People’s 
Bank does not do kundi bufsiness, ViecauBc there is no fiw ility of remitting money 
immediately to Bombay. 

We Bond money to Mauritius through the Bombay agent who gets ativauces on the 
security of the goods from the mercantile bank and other banks. The expcnscB for 
remitting money is about 10 p<>r cent., both for remitting money to Mauritius as well as 
for remitting it f rom Mauritius. The money is remitted by drafts through the bonk. We 
cannot send the money order for more than Us. 000. 

Tacmtfi is given on joint bond syetena for seeds and wells. The kapaa grown in village® 
is sold in Dholka or Bavla. Some big agriculturists themselves bring the kajuis^ but 
mostly jHJtty merchants buy it in villages and bring it to Dholka or Bavla. There are a 
go^xi numl^er of buyers in Dh(>lka, but tliere is no competition. The agriculturists suffer 
a \msi of about four to six annas in the rupee. There is jarap system on a largo scale in 
Dholka. 

There are about a hundred \ulhiges in Dholka. And I think about 15 to 2b lakhs of 
finance would be not^cssary every month as borrow inga for agriculture. 

In the Dholka /u/wi'a there are very few co-operative societies and they are not working 
well Isecause the managing committee members use money for their own purposes and 

iff. M. P. Mvnshi, 



otker mcrftbets c&anot take full mivantage of the €ocxi men generally do nob 

join the society because they are afraid of unlimited liability. Th(' society should have 
limited liability, or the memlK?rs should bo liable for the debts of thv> new meml>6r8. There 
should be c^classUication of memlx^rs and they should be tlnaiiccd according to their 
credit. 

In the Ilhoika talnka, there is no bank branch, and when the goods are sent through 
Bombay or uji-country they are sent by V, P. P. There are no kundin sent from North 
India, Calcutta and other places. 

In the last ten years tlie Beasoiis wore not good aiiiPthc agriciiltnrist.s cannot make both 
<3nds moot. If there are good seasons they invest in gold and silver ornaments. V'ery 
few peojde invest in postal cash certificates. 

The agriculturists in Dholka have to sell the standing crops, and they suffer on accovmt 
of this Jar a;? system. Thoy need tinance for agricultural purposes for paying the assess* 
inents. The crop is sold in the month of Vuishakh and onwards before it is ripe. 

Our Pooj>lo’fl Bank wants to do humii busiucs.s, but it takes six. days to remit the money 
to Bombay. It is a long j>eriod and wo want that the money should reach Bombay in a 
day or two. There is no account of our Bank with the Bombay Provincial Co*operative 
Bank. There should bo a claH-Tiitication of big and small agriculturista and for big agri- 
vmlturists there should Ixi an agricultural bank in each laluka, and a bank in a big village 
in the laluka. The capital would not be available from the village itsidf. The a<i vantage 
of such a bank will be taken by all agriculturists. At present on account of the IX^kkhan 
Agriculturists’ Relief Act, the agrieulturista have to pa.s3 a sale deed inabmd of the 
mortgage deed. If an agricultural bank is started these difTiculties wd 11 not arise and 
the agriculturists will get m<niey at a cheap rate of interest. 

(The witness withdrv;w\) 


TJie CymmiW-f' ond r(as6cmbled at Nadiad au th: mm<; day at 2-0* 
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Sunday, December 1st, 1929. 
NADIAD. 


PKE5F.5T : 

Mr. J. A. Madan, C.I.E., 1.0.8. (Chuirntan), 

Mr. P. R. CiiiKODi. ! Mr. B. 8. KAaiAT. 

Prof (.mao r V. 0. Kale. ^ ! Mr. V. L. Mehta. 

Mr. H. P. M ASA'S' I {Sf^treiarv), 

Mr. A, MASTER, LC,S.,Ca!lect?>’',Kaira. 

RdpHos to the Questionnaire. 

WA-TW^ 1. 

QLK?moiw 3. ■ Tliiw in a t;> wiiic-h it ifi alniost impoMHiliIc to n'pfy. But it rnrsy 

bt'i said that tluj average valut'. hon is highi'r than Ihtit <d th< T)<.M'<-an. in Aiiand faluka Oto 
average «alc prices of dry t rop land in lh<‘ liest villatrea is Pc.s. 2(H) an acre, while that of 
the worst viilagoH h about Ub. 70 an acre. Tbc‘ factors aUerrini? vnbu* app; ar to Ik* lar^.n‘ly 
nkill in cultivation, in thi distnet, cfunniunications are good and l>T(>re is not vcTy much 
ditleren<;e b<3t\vtK:ri vimom viUagcH. "J’Lc price's meutiontTl are those obtained in sak's 
by private iiogotiatkjns. In Bormd, the vangfsH from Km. {o Kh. 120 and in 

KapadviUjj from Ks. 50 to Ka. 15 per acre. T'be tigureo for rits- iarid are gemTally about 
50 per cent, in exeesa of the. tigures of ilry en)p land, ''I'liese ch tails refer to the period 
1010-20 to 11)22-23. Ar, previoualy Htated^ the* cllOenuiee in .calt: value;, dcs s nrd iS'C’m to 
lx*) due to climate, {a)nirnurheatoim or the oolijiary factor's, vvliieh mjc' usually 
held ki govern the ccuuparwon of natural groui)s of hinds, but to the charaet.er and pkill 
of the eultivaku-K, and the soeiai conditiouB of the neigdjbourliood. The pa‘i !ar eeil]er» 
in the newly drvdojHxl <a»tton arrui of Kapadvan] had for a lc>ng rime an uphill Ktruggio 
writh the lufis {dhnnilaM) who bitterly oppo.sed their entry on the ser.r»e. 

Qlkstion 4,-1 know vtu v littk' of hind l>anks, but I belit ve that they would bt: a grteal 
boon to thia distrief. In ilie hiTt phiee they ‘duiuld Ik' iirstitutetl or guarantetsl 
by Goveminent. Thew should to some extent replace the Uianri organisation, 
and Government could leiul tnnvilutdarM to the bank as inspect ur» and buslutsH-getteris 
at any rate to Ix’gin m it h. Last 3 S'ar I fmaid that taiaiis orwl village oificeru ws^re ofUui 
rer^^ ob.^tmetive in the matk'r of Uv'ravi loans, refusing to forw'ard petitiona unlcsa given 
a fee. The attitude of Govemineut is that Paccar* will giveru if requiTcd^ but no effort 
is made to that all those who need Uirrari and havi? seeurity' iietaaily receive it. The 
district offi(‘ea« have mant^ duties and do not eneourage cultivators to tuktt tarcavi or 
even onquirt^ w^hethor they lujod it. have every motive not U) inereavse their work, 

in view' of the man^’ (ximpultiory duties, which are required from them. The land btink^ 
noixl not oiiat the co-oporativc soeietiee,. whitdi will continue to do useful work, 

(a) The K«H)ord of* Rights is now sufficiently' accurate to avoid pot«sibilitie& 
ol diwputee. Xhen^ always will he disputes, but the bank can always mako 
local in vest igati on and in the last resource refi;s(3 le^ans on disputed Icjuls. 

Mr, A, MaUef^ 
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(6) Forecloauttj and sale can be arranged by constituting the Mumttiidar of the i<Uuhi 
aa a ^Summary Court, not to prejudice application to a Civil Court. The MamUUdat 
will l*e relieved of part of this iaemvi duties and should be able to xindert^ake this e^tra 
work. If work w as excessive, the bank would have to pay for the Bcrvices of a special 
ofHcer. 

(c) I'he e<jst of reference and registration is now inconsiderable and cannot 
be reduced. If they are reduced the charges incurred on account of defaulters will be 
met partly at cost of Government vvliich is undesirable. The working eapittd of 
the bank must lx> met from any semree obtainable* Management or close control by 
(iovenunent will attract capital and Govcrninf^nt can devote the sum hitherto given 
out foi t‘iccavi to the land bank for a ('ertain period until deposits have been attracted, 
d o provide against * easonal cHlamities iIk* hank should insure with (Jovernment on 
tie’ payment of a premium. G<>vernment havc^ built up a large Famine I'iuid and tins 
shotild he used to reduce the prerniuTii to a reaHomiiily small ti^ure. As regards tho 
avtUMl workirig cd tlu' hardv I cannot offtu any suggestions, but the Kgyptian and other 
banks will pi tsuniid-ly afford snlheienl nialeiial. My idea is this : thiveninient shall 
first set up a hank in suitable districts witli a board of ilircHjilorB to iiudiide tlie Collwlor 
and adequate stall. The ne;'Os.'>*Mrv working capital shall b(' advanced from the taccavi 
fund. iJfdx ntuies will also be issued. l'nk‘.sH the land bank is worked upon 
a <'o-operaiiv<' Lapis, whifd! I do not a<ivise, (iovcniinent nhoul i retain eonirol. The 
liegistrar of (keoe{'r(;the iSfaneties e ut uedertake the work of coritrLl, until there are 
sutliiiv'Mt Isinks to jii.-liTV a separate Registrar. An Act should l>e pass^’d n^gulating 
the eon.stit ut ion ct the f)anr’ce Tiiey <'annot la' made into coniy>anie:.g an shares will 
(Tcate a demand i;>r divi<i< rifis and fids is to he uvvaded. Tin* direeturs sliould be well 
paid and it ;dion]tt he eoiisi !’>;d wln thcr the banlns .should he co-ordinahHl in /iny way 
apart Irtiavi lie.- euutiol rd (h)vertiTiK-nt. .Local directors are easv>ntially necenaary, if 
the operatioi’ts cf flu* J.oul h.udt are to be really i-lastie and CKtmndve. They need not 
mcessari' V lx* l''v;al men, but tlmy slioidd le.side in the di.ilrict. U will be seen that tho 
organisal iu;i (Hjiitem plated is (xovernmeivt niMna<ienu iit throagli nonadhnials wdth 
jirivatc eapitah d'his is very unusnul, but it may bo jointed out that when luisinoHu 
tmm de vote large sums to eharitablo object.s they always iiasist. at liist on f liiH arrange*- 
mt'iit, ifiSjOile of the fact that tlovernment Uouaily deadine the res{)onsibihty. But 
it is a re.spojisibility that L believe Govirnrncat should un^i eau undertake. The land 
hank should not ordinarily lend small sum, under Ks, lJMj(K That should bo loft to 
private enterprise and eoorperativur soeietiee. Only two or iluva days ago in a bmall 
village a jxiiidar told mo that ho could usefully employ Rs. 8d]0(» in partnership with 
four other.^, but eouhl not get the money at a reasonable rate. No local money dendera 
could risk eueh a largo sum and v^ery few have it for disposal. A bank, on tbo 
other hand, tindB no protit in dealing with Binall amounttt arul would not 
do so without collateral security. But largo sums repay capital investmeiit and do 
not encumber the account. Interest can be anything betw’een the market rate and 
1- t^r cent, which is a normal rate. It would vary according to tJie size of the loan and 
the standing of the h.orrow’er. 

Qi KsiioA' 5. — I am not inclined to agree that it ia ncoetitoary to oBtimate tho exiating 
ind» btcfiness of the agricultural classes. It is quite possiblt? to do bo by inquiry from 
village to village and village records can bo used to chock the enquiries. Tho 
inhabitants of one village generally deal with one money-lender and he would probably be 
billing to give information of total indebtedno&s. I have frequently made casual 
enquiries and find that a debt of from lis* 150 to Ks. IlOO a head is not uncommon among 
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iandownets. But wifchmit analysia the hgurea are useless, as the q^ucstiou fudicates and 
I have no materials before me on which to base an analysis. But aupposing tbnt we 
possessed those interesting economic details, the fact would not help much as regards 
the increase in credit facilities. The small landowner is very much bound up with 
his moneydond3r, who is also his buyer. 1 do not see how it will be possible to got the 
credit to the smaU landowner except through his Howcar. In any case, 1 believe that 
the capital chiefly needed by the agriculturist is that of character, iiitelligence and 
capacity to assimilate new ideas. The indebUsdness of cultivators is a measure 
partly of thoir capacity, partly of that of their forefatherH. It is inipoBsible for 
a thriftless indolent man without land to get Uito debt. No one will lend him 
money. 

Question 6. — In the district there aic — 


2 

Cotton mills. 

1 

Oil mill. 

M 

Ginning factorie:^ rmd presses. 

1,088 

Hand looms. 

a 

I)airi(;s, 

1 

Hume piiH‘ fa'i^tory. 

»i 

Creameries. 

**i 

Iron fa(?tories. 

4S 

Flour mills. 

1 

glass factory. 

I 

Match factory. 




A well-equipped Department of InduAtriefe might do mucli in t he way of encouragement* 
But HQ long as the development of such a Department is handicapped by political demands 
of IndinniBation and oonimunalism, there is no hope of rapid deveIoj)ment. There 
Is a natural but slow development which is perhaps mure eflective than one artificially 
stimulated, As> for onterprisos, which may give employment to the farmer in the off 
reason it in obvious that with the slow grow th of subsidiary iTidustrieH refero^d to above 
nothing can bt^ expwU'd as u dciw ejc mnrhina The kind of thing n<’eded ^^^e factories like 
foo factories which would give employment to iaboun^rs in the hot woath(*r. 8oe Ford 
“ To-day and To-morrow It is very important to distinguish between the farmer and 
the labourer. » If you have sot up a perennial factiuy, the farmer loses his lalwurcrs and 
ugrioulturo slumps. The numlxsr of factories that could be sot up is somewhat limited. 
An iron plough factory could supply the whole district but would not employ more than 
100 men. But there is soope for groat development of garden produce. The Dakor 
Municipality cannot sell its manure, and it is wasted. Dairy farming could be widely 
developed, but it needs both capital and bupiness capacity not to mention a sense of 
machinery. Working capiUl and proper marketing facilities arc useless without proper 
training in business methods. Capital, 1 believe, can be obtained easily by an honest 
and competent man. 

Question 7. — I am of opinion that it hi now most undesirable to attempt to stimulate 
the growth of the Co-operative Movement by any concessions. The measures necessary 
to familiariae the public with a new development are not those which will assist 
its survival. Bad tea or even good tea cannot be sold merely by giving away presents 
with it and concessions are only a similar advertising device. The chief need of 
co-operative societies is honest and capable securities. There are many honest men in 
even^ village and several educated men, but there are not enough men w ho ore boll^ 
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honest an4 educated. It is di8tr€««i?ing to find that in the whole of the Annual Report on 
Co-operation in the Bombay Presidency (1928-29) there is not in Its 161 pages a single 
word indicating that it is desirable that co-oporativo societies should hat© their 
own schools. The non -agricultural societies are more successful than the agricultural 
societies, a fact that, 1 think, can be inferred from the figures given in paragraph 1 1 of 
the report, is due to the superior education of the members of the society as much to the 
easier facilities of obtaining capital. While an intensive propagandist movement is in 
process for education in all co-operative villages. Secretaries of co-operative societies 
should bespecially trained and l>e responsible to the Registrar. The Report (paragraph 110) 
speaks of the policy of democTatking the Co-operative Movement. This policy is a very 
doubtful one. The two great parties in the United States of jVmerica are divided chiefly 
on the question of democratization, which the democrats approve and the ropublicans 
oppose. And to the Americans democratization moons local administration as opposed 
to central control. I believe that democratization may prove the ruin of the Co- 
operative Movement. I do not, of course, refer to a democratic political system 
by which the heads of the Goven\ment arc popularly elected. The Co-operative 
Movement cannot, of course, meet the financial needs of the agriculturist. It can only 
meet the financial needs of the successful agriculturist. The unsuccessful agriculturists 
should not he financed except to a very limited extent. He should Im? educated, taught, 
disciplined, hut not financed. Provision for propaganda and training (education) is ono 
of the most important functions of the Resell e Fund, 

Question 8. — Any rnovenKuit to protect the Rgriculturiat naturally restricts credit. 
The justiiical ion for siieh restriction is'that high interest often affects the good borrower 
as well as the bad. Whevu rr'stvictions arc wisely impo.sed, they are T\ot harmful, I do 
not think that credit is much aflected by legal procedure. The money-lcndora will 
always try to j)rotcct themstdves and tlu' (ddd’ (UKmiy to credit arc had soasons. The 
Delckdian Agricuiturists’ Act does not come to my official notice. The Distrh't Judge 
informs me that in 1928 it was applied to 4,969 cases inc'iuding 256 regular and 2 special 
jurisdiction suits, I do not see any useful method of modifying it. Probably the 
Usurious Ix)ari8 Act would be just as effective. The trouble is that the landowner is 
most in need of it, the simple hardworking non-litigious man is the most ignorant. He 
is hetw'een the devil and the derp seu, the soircar and the vakil. There should bo 
a spc-eial inspectoi' of mortgage and sale transact i(»ng for the purpose of educating 
iandowmers up to the two relevant Acts. * 

SECTION IL 

Qi^estton 3. — The small sowcar usually works on a large percentage of borrowed capital 
which he can get at n figure near market rates. Ho is obliged to charge a high rate of 
interest (1) to secure a profit and (2) to comijensato him for his risk. In this district 
the normal rates are anything from 12 per cent, to 26 per cent. 

Question 5. — Usually 5 or 10 rupees are deducted from the principal when handed 
ov(T to the borrower. Thus a man can lose laud worth Ks. 200 in four years for a loan 
of Ks. 100 at 26 {)er cent, actually receiving ordy Re. 90. 

^ipQuESTiON 6. — Sometiracfl the indigenous banker can insist on his IxjiTower disposing 
of his produce through his agency, but if the latter’s viilago lies within 6 miles or so of 
a market town he chooses bis own buyer. 



QtTBSTlON 7. — I am not utii'o that the indigenous banker is Bufficienlly protected in 
law. He takes measures, however, to protect himself, which naturally consist of recovering 
the money lost to the bad borrower from the pocket of the good borrower or the borrower 
with good secturity. 


SECTION III. 

Qukstion 1. — I understand that there is a good deal of life insurance busiDcas Iwing 
d.»ne, but the public, as a whole, get unfavourable terms. I believe that the State should 
extend their scope of insurance, so as to include the general public. This means, of 
oourso, a tremendous organisation arid a separate commercial department to deal with 
the matter. There should bo cIosit regulation of existing life insurance companies, 
W'hich should not be discouraged os it is not necessary for the State to have a monopoly. 
The question is so imi^rtant that a Rp(?eial committee is needed to consider it. Invest- 
ment in land is still a very popular form <if investment, but it is open to the objection 
that it oilers no resourccH vor bad times, r.y., the soivcars in Matar taluka are lending 
very little now iri coiiseiiuc^rico of the heavy debt of the cultivators. Land has lost its 
value as a socurity to somcj extent. 8ilver and gold are a useful form of investment, 
bticauso they do not vary much in vtilue, and aro tiasily realisable, but at the same time 
are not realised except in the case of urgent need. Postal cash certificates are the only 
effective substitute. For cvicouragiug savings some form of seijurity is needed, which 
can bo realised not without loss, but the loss must bo small. Postal caah certificalea 
are very useful, but they should bo better adjt^ertlsed. Publicity officera should be 
appointed to tour in the districts and to induco the people to invest at the same time 
taking the opportunity to ascertain the reasons why jicoplc hang back. The post offi<5e 
will plead that this will involve loss of dignity. But for a ccjuTimcrcial enterpris(3 to 
ignore advertimunont is as out-of-dato as the movement against machinery. Sec also 
reply to next question. 

Question 2 . — Postal cash certificates aro fairly popular. Their popularity could 
Ik 3 increased if they were sold by stamp- viuidora who would get a small percoutago 
commission.' Alternatively thero should be appointed a postal cash eertiticati^ officer 
in each district who i^hould tour round the villages to pinsti the sale of certifieales. He 
would have to liav«* a .sanai countersigned by the marnlafdar of t^ach taluka. The interest 
given is of* little importance except to those classes, wlm m^ed an inducement to 
invest. 

Question 5.— The result of (qierJng new branclu^s by the Imjicrial Bank of India 
hoa Itcon excellent. Only the larger traders take advantage of this ; however, I do not 
believe that inv(?strncnt trusts would be of any use except in the larger towns. The 
BCOJK* of the Public Trustee might, howevt'r, be enlarged and he should have agents in 
all the large towns. A Oovernnient guarantee is essential. There is no possibility of 
encouraging invt^stment by the public unless it is accompanied by a form of insurance. 
This matter is discufised in answer to the question on land mortgage banks. 

Mijtar Taluka* 


Population. 

Families 


Mf* A* Mofftcr. 


66,036 

16,000 {apx»rx>ximatc.) 



433 


OO-OPEIUTIVK i?OCtETIES. 


A nall/sis of sijrteif ti out of thirty -four mckties^ 


Per cent, 
of money 
advanced 

! 

j Persons 

i 

i ^ 

j 

Amount 

i 

1 Hetnarka 

43 

1 1 

i 284 I 

34,400 


21 

I 77 

17,227 

W-ithout stx'urity under : 

3 

! 128 

2,394 

tration under Hs. 30, 

33 

I 208 

1 

26,197 


UK) 

: 697 

80,246 



1 

Secured lx)aiis. 



Many of these |x>rtK)nfi also have 

(1) Taccaid debt. 

(2) I^ivate debt, 

''J'oUd debt t<i (iovernnK’nt and eexMeties (8th April 1U28) 


Tacrari <.)ld 

. . 

84,365 

Taccavi Flood, jwxhI 


1,31,837 

Bullocks 

. . 

750 

llou,«cs 

. . 

2,81,646 

Arieaia of laiiid Hevenue 

, . 

42,787 

Co-operaf ivc scx-ictics .. 

- 

2,77,794 



8,19,179 


Private debt, say, 4 lakhs. 

Oral Evidence. 

t)053. 7'he Chairman : Mr. Master, you arc the CoIJcx'tor of Kaira ? — Yos. 

9054. From the }X)int of view of ii^iciiliural development con j ou say that there ara 
certain parts in tiiis district which are more favourably situated than others ? — This 
district is roughly divided into two parts, the Charotar and the rest. The Charotar is very 
developed as regards agriculture. The patidara are very good agriculturists. 

9055. And is the rest of the distrk^t on the whole inhabited by kolis ? — Yos. 

9056. Bo the problem of finance in this latter part is more difficult ? — Yes. 

9057. Is there aiiy large area of land w'hich is still lying waste in this district ? — Yes ; 
there are some areas. 

9058. Why are they not being taken up for cultivation ? Is it for lack of fiiiance that 
it l^ot taken up yet ? — In the north of the district there are about 1,000 acres which 
are oeing kept as a kind of fodder crop and in the west there is a lot of land which is out 
of cultivation owing to bad seasons, 
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0059. Are the cultivatoriH in this imfavotirable tract heavily in debt? — It is very 
difficult to say. 

?)060. Is there any large area of land given under the restricted tenure ? — ^No, not 
a very large area. 

9t)6l. Do you have here the bkagduri or narvadari tenures ? — ^Yes. 

9<^02. Do you think that this tenure restricts the credit of agriculturists in the 
sense that ho is not able to borrow ? — I should say that it improves the credit. Tlio 
narvmlari lands are held by palulars who have re}>utation and who can get money at 
a reasonable rat<i of interest. 

9063. In spite of the facts that they cannot mortgage or sell their lands except 
amongst themselves ? — Yes. To a certain extent they lend money mutually. 

9064. Are they able to raise any capital they require at a fairly low rate of interest ? — 
Yes. 

9065. We understand that the rat<e of interest at which the paiid/jra (^an raise money 
is comparatively low, while the rate of inUwest at whi<'h the other clas8t‘s can raise 
money is very higli ; is this fact ?— Yes. 

9066. Is the land held by koUa of an inferior quality or does it not fetch a good prico 
on account of its situation ? — ft is of an inferioi quality, but it is very qucstionablo 
whether this is not partly due lo the fact that it is held V)y koli^ who are bad eultivatorp. 

9067. To wliat exicTit is tinaueo for agriculture being supplied by ( Jovimmcnt in the 
•hape of taemvi ? — I cannot give you the details, but Ji can tell you that the 
iaemvi throughout the district is al>out 26 lakhs. 

l)06S. Does this sum iiu-ludo a large amount given out in famine times or in times of 
calamity t -This sum includes a very large sum for house loans owing t<> floods and, of 
course, wc have CHlamiLies in this district like floods aT)d cotton faibin's. 

0060. Ts much taermfi Ixdng given out for land ;np"ovoment *r — I cannot tell you. 

9070. Is there room for sinking widls and h'vclling and bunding ? — Yes. 

9071. If 1 am correct, your view is thixt agricultural tinanec in general slujuld 
be under Government control ? — Yeg. 

9072. Both for long-term and short-term loans ?-“For long-term loans I am not 
quite sure whether it could Iw^ controlled by Government , but for short-tr^rm loans, 
it could be controlled by Government. 

9073. Your acheine for long-term loans is that- the control should rest with Goveni- 
luant and a certain number of paid din*ct<>rs. Would these dlrerdors lx«i nominated by 
Government ? — Yes. 

9074. Will there bo share capital ?— No. 

9075. The capital will l)e raised either by meah.s of a grant from Govenimont or by 
means of delKUitures issued by this boaixl consisting of a Government official and 
a certain number of nominat-ed directors ? — Yes. 

9076. Would these directors be non-offioials or officials ? — If you could not get 
ofticials, you could have non-officdals. 

9077. Wliat i*S8iK>nsibiiity will they feel for the distribution of the loans ? They 
would not be directly interesUxi in the sound working of an institution like this. They 
will have no resjionsilulity for raising the capital and so far as distribution is concUncd 
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they will but if thero i« any loss, would they rosponsibb for the h>se in 

, any way ? — No. 

VKHS. And not Iwjing (jk>vominent oflioials they will not feel the rt^ponsibility either. 
jDo you not tliiuk that there is this difficulty ? — There might be tide difficulty. ()f 
course* it def>ends very much on the personnel of the iKjard, and if they were unsatis- 
factory they would lose tiieir position ; the attraction being to be on the b#ard 
which in this district is of considerable importance and also their ivnununatiou. 

9079. You think that thei*c should be a p|KH'ial legislation for such an institution 

and that it shoiild not l)e registered under the Co-operative 8oc‘ic.ties Act ? ~1 think 
pTobcibly that there ought to be legislation. 1 do not see how it could be worked 

out under the Co-operative Hocieties Act, 

9080. Perhaps j^ou know' when the Royal Commission on Agriculture went into 
this question Burma had drafted a special legislation. The Coin mission came to the 
conclusion tliat sucli land mortgage banka can be n^gistered under the oidinaiy Co-opera- 
tive Soci 'ties Act and can be under the control of the R( gistrar and they did not 8upp<?rt 
the idea of having a six*eial legislation. You think thal a .special legislation for their 
constitution will be necessary *t — Yes. 

tK)81. You .savin your atatcnjcnt : '‘The factors affecting the value appiHvr to be 
largely skill in ('ulti vation Do you mean that the la tter class ja*oplc like the pfUidars 
would pay a higher price foc tlie land than the dharalus ?- ^'es. 

9082. But would not the price of land H(q)cnd u}*on its quality and tlu^ capacity of 
production? - V('s, this will I) ' one factor, but the ciiicf fa<-'tor is tlie one mentioned 
by me. 

9083. What w’as th<* struggh* that was going on bctuauai the palidar^ and the dharalas 

in Kapadvanj ? There were thousands of acres <>f waste Iruid about ten years ago which 

were con.sideied t(,* lx‘ useless for anything hut gra.ss. it wnk found Hubiia'quently that 
cotton could b(< cultivated tinTeon and a large area is devott^d to cotton cultivation. 
These lands ha^l bec'n us<‘d by the /:o.0‘.v for grazing catth^ and in some villages they bad 
very largo areas and the rent was one anna per aere. They were very much opposed to 
the land being given out to patidars and u.scd to harass tle m. 

9084. The kolis did not like the intrusion of other^ people ? — No. 

9085. Did not sonu! of the koltH get these lands ? — No, bocaiiho they hiid no capital. 
The land was given to capitalists for development. 

9086. You say ; The district officers have many duties and do not encourage culti- 
vators to take taccavi or even enquire wliether they need it.” 8hou1d not the Agricultural 
and Co-operative Departments help in this matter ?- -The Agricultural Department 
has not the staff. There is only one Agricultural Officer for the whole district and he 
can devote very little time to go round the villagos. 

9087. Di> you think that if a staff i.s given either to the Revenue Department or to 
any of these other departments, there is room for coritHiderable improvement of land in 
this district T—Ych. 

9088. And if there la more room, would not a certain amount of finance be required ? — 
Yes. 

9089. I presume in a district like this the average holding is snmil and to make agri- 
culture paying to an ordinary cultivator, land improvement would be very much 
n ‘ocssary ? — Yea. 
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9090. Thotefor© a consicbiable amount of long-term finance will be requiml (or the 
agricultural industry ? — Y^. 

9091. You suggest : Foreclosuro and sale can be arranged by constituting the 
Ma'nlatdar of the taluha as a summary court without prejudice to application to 
a civil court.” Is this for the disposal of applications for foreclosure and sales ? — - 
Yesf 

9092. ‘In the case of foreclosures and sales of land is it not often the case that there 
are several interests involved ?— Yea, in that case the applications will have to be referred 
to a civil court. 

9093. You say : The small sowcar usually works on a large percentage of 
borrowed capital which he can get at figures near market rat/Os. He is obliged to charge a 
high rate of interest (1) to secure a profit and (2) to compensate him for his risk. In this 
district the normal rates are anything from 12 per cent, to 25 per cent.” Does this rate 
of 12 to 25 per cent, apply also to patidarn Y — No ; they can get money at 6 per cent. 

9091. But even amongst the patidara there must be some who must be paying a higher 
rate of interest ?— Yes, but good patidara get money at 6 per cent. 

9096. A statement has been made to me that the Imperial Bank attracts the capital 
by 0 }>ening branches in mofuaail which is not utilised in the same plac** and that there is 
in consequence a dearth of capital for agriculture and for other industries in the districts 
themselves. What is your view ? — The only thing I can say is that the Bank at Nadiad 
has bt^cn here for a comparatively short time and, therefore, I am not in a position to 
answer this question. 

9096. Is there a oousidorable amount of trade here ?~--Yes. 

9097. Can it bo presumed that during the seastui the Bank would help the traders, at 
any rat© ? — Yes. 

909S. Do yoii think there is any possibility of reducing the high rat€‘. of interest w hich 
ranges as you say from 12 to 25 per cent. ? It must bo rather hard to make agricul- 
ture paying on capital b.)rrowod at that rate?— For short-term loans the interest, 
I believe, is very high. I was told it is two annas in the rupee per month. 

9099. This rate is on loans made by Pathans ? — No ; even the ordinary money- 

lenders charge this rate. 

9100. Are there many Pathans in this district ? — Not that I know of, 

9101. Do you not receive any complaints about Pathans recovering their duos by 
means of force ? — I do not know that. Once 1 received an application from a Pathau 
for a gun hcenae. 

9102. Do you know if there are any statistics available about any village in this district 
which would give information about the indebtedness of the cultivators ? — I have already 
sent a statement of indebtedness about Matar taluka which has been prepared by some 
official mqmry, 

9103. Is it very heavy ? — Yes, it is very heavy. The iaiukn had a series of bad years. 

9104. 1 wonder whether the villages in tim canal tract, w hich were in a bad coudition 

some years ago because they could not get water, have improved now ?— No. 

9106. Although they are getring a oertain amount of water, their position has noV 
yet been improved ? — Not very much.- 

Jfr. .A. Jiaafer. 



9106* Vot> 8Ay : The inhabitants of one villagers geiientlly deal with one money- 
lender and he would probably be willing to give information of total indebtednose/ * 
Can you tell us some way as to how to get this biformation from him ? — 1 ara afraid 
1 cannot* 

9107. Further you say : “ In any case, I believe that tlie eapital chiefly needed by the 
agriculturist is that of character, intelligence and (‘apacity t(» assimilate new ideas.” 
Are w'e to understand that you do not think that a general scheme of del)t redemption 
would be a good thing T — I do not think that a general scheme of debt redemption is 
practicable. 

9108. In the case of big landholders who have credit, character, intelligence and 
capacity to assim late new' ideas, would it not be a great relief to them if they could got 
loans at a reasonable rate of iatereHt and pay ot! in 10 or 20 year.s their old debts w'hich 
might have come to them from their ancestors and w'hich are wTtaiiily a handicap in 
their present agricuitural operations? One of the reasons given for the want of sufficient 
success of the Co-operative Movement is that the agriculturist is in the hands of the 
money-lcudei* becaiise he has to pay his old debts ; and so* long as he cUk^s not 
repay them and goes on borrowing from him again the mere tinaricing him for his 
current needs does not improve his economic condition. 

9109. You say here that for a small landholder who is not economic, it w^ould be 
risky to finance him ; but for a moderab? size landliolder who has cnvlit and who is 
handicapjx'cl in lus present agricultural operations because (»f the e.xistence c^f the load 
of indebtedness, w'ould it not be rigid to provide the luu'esmry facilities for his debt 
redemption ? Thc' pchnt is if (io\ ('rnment had some .scheme of dc‘bt redemption, it would 
all depend on the ap})lic‘at]on by the per.^oit concerned and probably he would not appl^ 
it in the right direction. 

9110. You say there is larg<' scope for developing agrimilture in this district Yes. 

9111. You say that you have here a very fine class of cultivators who go in for land 
improvement. But the other classes do not go in for it ? Xo. 

9112. Is it due to their ignorance or want of finance or both that they do not go in 
for land improvement ? — And also due to laziness. 

9113. As regards co-operative societies you f.ay, "'The child need of co-oj)erative 
societies is honest and capable secretaries.” Is it difficult to find secretaries who are 
both honest and capable ? — Yes. 

9114. One suggestion made to us was that instead of each society having a separate 
secretary a numlx»r of societies can c-ombine and rather have a w'ell-paid secretary. Do 
you think that this course w'ould remove this evil to a certain extent ? At present each 
individual society is not in a i>osition to pay anything more than a pittance and no man 
would like to work miJees he gets some good return for his services ?— I think this i« 
a good suggestion. 

9115. You want co-operative societies to start hcIiooIh, but where is the mon?y to be 
obtained from ? — That is the difficujfy. 

9116. Why should it be necessary for the society to run schools w hen there is the local 
board one of the objects of which is the starting of scrliouls ? — It will be too long before 
the local boards can start schools and the funds at their disposal are very limited. The 
amount of funds needed to start a village school by a oo-oj)erativc society is very small 
eompared with the amount/ thc local board has to spiuid. 
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OUT. You fltiy, “ I do not think that credit is much affected by legal 
ynooedure.’* But a good many indigcnoua bankere who have ajrjH^ared before u» and also 
a good many village money denders have alleged that on account of the Dekkhan 
Agriculturists’ lielief Act wdiich has placed a certain amount of obstacles in their way 
and on account of the length of time that takes to get any decree passed by a court, they 
are compelled to increase their rate of interest. Bo you agree with them w hen they say 
that this legal procedure and the obstacles in their way put by the Dekklian 
Agriculturists’ Relief Act make them increase} their rate of interest ? — I doubt it. 

9118. Bo you know whether agriculturists who have any surplus invest it in the postal 
navings banks ? — I do not know . 

9119. We want to find out w'hether it is necossary to provide any facilities for the 
encouragement of savings in the villages and if it is necessary to do so, wl»ethor 
the expansion of {)o«tal savings system in which it is likely that they may have more 
oonfideiKJe being a Government institution, is necessary or whether the formation of co- 
operative societies will meet the piirpo.se ? — But 1 think more pn)paganda is wanted, 

9120. Kvon then if they have a desire to place their small savings or w ithdraw them 
and there are no faulitii's, ihej' may have to walk about 10 miles for the 
nearest post office ?- -There will be no comparative hindrance l)eing put if they want 
to withdraw money. In this district the communications are very good and very often 
they come and go and so iliia diff'HHilty will not l»e felt. 

9121. Frofiismr Kale ; You Buggt}Ht that postel cash certificates should be popularized. 
Is it your idea that they should populari/od amongst the wenlthicr lafi<i- 
boldcrs or amongst the general mass of people ? — Amongst the general mass of people. 
*I would not trouble so much about the w'ealthier classes. 

9122. But it has been slated to us by some witnesses that the poor cultivators will 
find it very difficult to keep their certifi«*atc8 without losing tlumi and they w'ould be afraid 
of losing their money ?— -You can get rid of the difficulty by registering their names ju.st 
a« shares an? registered. 

9123. And it has Iwcn stated further that it is not very ile.simbic that money should 
be withdrawn in, this way from the district into the pntsidency towns or into the treasury 
of the Government of India ? — Why ? 

9124. That is beoauae the money is w^antod in the di.stiict for the purpose of financing 
agriculture. Also it is auggested that the money withdrawn from a district shoiild Iw? 
invested in that particular district for agriculture and other purposes !r— I quite disagree 
with such a suggestion. If the Government give taccavi and large sums of money from 
central funds arc? invested in districts, I do not think the districts can grumbh? nt the 
savings bank deposits going to the central funds. 

9125. Tho complaint is that ^sowcarn and skroff/i are unable to lend as before at a low* 
rate of intert st because there are not sufficient funds in the district on which they can 
draw ; and if we popularize the investment in cash certificates there will la? furthe^p 
string^cy of capital in the district So far as I know' the small cultivator does not 
hand over his savings to the shrojf for investmei^. He much prefers to keep it himself 
and the shroffs so far as I have boon able to ascertain get their money from bigger shroffs 
w ho get their money ^rom banks. 

9126. \Yc were told by some witnesses that the shroffs have their own capital and they 
have not to borrow from outside^ So you agree with their statement ? — A few shroffs 
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nifty have own money. I do not Bm how a fhroff could carry on his buainesfii except; 
on borrow«ld capital. 

9127. I)o they take dcsposits ? — Yes, and also tliey borrow money at a small interest 
from bigger men, 

9128. Mr. F. L. Mehta : With regard to the .scheme of a land bank, will you have tho 
administration vested in the Collector with a staff of officials under him ? — I do not tiiirk 
that 1 have said that the administration should l>e vesU^d in the Collector. 

9129. You have said : My idea is this: Government shall first set up a bank in suitable 
districtft with a Board of Directors to include the Collector and adequate staff ” ?•“ The 
only idea of having a Collector on the staff is that he might be able to give them advice. 

9130. Would his voice be tinnl in any case ? — No. 

9131. The Chairman : Would you have him as the Chairman ? — No. 

9132. Mr. T’. L. Mvhia : Would you wish capital to tx? raised by means of 
dcbentiiiea Ye.s. 

9133. Would you like the debenture holders or their represt^ntativea to be in any way 
associated with the management ? — 1 do not think that it is neccHiBary, but 1 do not know 
whether the debenture holders will insist or not. 

9134. In reply to the ChairniFin you said that eo-operativ(t soeieties might group 

theinselvos into a small eirele and then have a paid secrc^tary ? Yes. 

9135. You .suggest in your statement “ SecTotaries C)f eo-operati ve societies should 
be .sjK'cially trairied and be rcsponsifde to thft Kegi.strar", Would you not prefer that 
th('y shouhl be c(mt rolled by a Jr)enl l»ody like tlie smH’rvisrng union or do you think 
from the ])oint of view of eftieieiiey that tiiev shotiid be coni rolled by the Registrar ? — 
From the point of view of etlieieney they Khoui<l be controlled by the Registrar, 

9136. Havt^ you fidt the need in this district of a regulated market for sale of certain 
cro|s ? -There is a need for it and recently 1 am trying to nM>rgariizc the talnka 
agricultural unions in this distih^t and ojie of the stef»8 which ift going to be trike‘n in. 
one fa! aha is organizing a n^gular market for groundnut which crop has }x»en 
recently introduced. 

9137. Mr. Kamat : Under aectlon III, (piestiiui 1, you say : T believe that, the 
State should extend their sc(q>e of insurance so as to include the general public.” Would 
you develop this idea os to what the State should do alwmt insurance ? What is the 
tremendous organization you have in view ? — What 1 was tVdnking of was tlmt the 
State should undertake the in.su ranee business. 

91,38. And it should include the rural ptjpulation in this insuranct* businesR ? Yes, 

9139. Instead of leaving to the private} insuraiK-e companie.s to include such sort of 
niral business, you want a special State organization ? — Ym. 

M 9140. Would not this bo a sort of commercial entt^rprise on the part of the State ^ — 
Yes, it would be a commercial enterprise, but insurance companies are not in the airiet 
sense so commercial. Big insurance companies in Europe very </ften run on some 
co-operative basis, t.e., if they make profits beyond a certain limit they distribfjte them 
to the tx>Ucy holders. 

9141. Coming back to the proposal of yours to have a land bank you suggest : “ Unless 
the land bank is worked upon a co-operative basis, which I do not arivise, G<»veniment 
should retain couitTX)!. The Registrar of Co-operative Soeieties can undertake the work of 
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control until there are banka to juBtify a separate Kogistrar”. T>o yon not think 

that the poaition of the Hegwtrnr would be rather anomalous because his Department 
is started to bo a 8fu*t of j>oo))lo8’ movemont, wh(*reas you suggest Government control. 
Would it not conflict with the basic idea of the Co-op<*rative Movement ? —No. 

fll42. Do you think that it would be a somid ix)li( y to depf*nd upon private 
capital but to leave the land bank entirely under Government control without allowing 
lion*oflBcial« to partieipato in that bank V— J have not said tliat it is a sound policy to 
depend upon private^ capital, but I we no objection Uy it. 

9143. Probably the hulk of it might come from private sources ? — If it romos from 
private sources, it is all the b<^tter. 

9144. But they do not act a pi-oporfionate participation in the control ? — The general 
public have no c(»utrol over Government bond.s and so on. 

9145. AlK)ut the enoonrajrenu'nt of imluBtries you say : “ A well-equipped Department 
of Industries might do much in the wav^ of en<‘aiiracoment. But so long as the develop- 
ment of such a Department is handicapped by political demands of Tndianisation and 
oommunalism, there is no ho]x^ of rapid development." Do you think that at present 
the Department of Industries is well-equipped ? — No. 

9146. Has there during the history of this Dopartnuud during the last ten 

years any stage when the progress was more rapid than at jiresent and it has gone down 
now ? — In the first period the progress was more rapid than it has In^en recently. 

9147. But do you mean to suggest that it is the (pioslion of Jndianisation which has 
lowered the progress in recent years ? IfHhis is so, I ex|.M.K't it ought to affect other 
departments as well ? — No. It is% matter of progress. It was d(‘( ided wle^n the Depart- 
ment was in existence for a year or two by the Legisinlive (Vmncil to cut down the votes 
ill order to discuss the fact that there was not an Indian at the liead of the Depaitment. 
At that time then' was not an Indian available. Now 1 believe there is one and he has 
been appointed. The <uily point J meant to make was that in the case of a new depart- 
ment of this kind it is important to get the best man whether he l>e an Indian 
or a European, 

9148. Do T ,take it that during the time of progn^ss wdii(‘li you just now referred to 
the progress was due ti> the European persomiel 7 — I do not mean that. 

9149. ^fr, C hiked i : Can you tell mo whether the rate of interest was lower than 
it is to-day bi'fore the Dekkhan Agriculturists' Keliof Act canu' into existence ? - I cannot 
toll you, I prosiuno the rate of interest must have been high, otherwise there would 
not have l>een the ncccMsity of introducing the Dekkhan Agric'ulturiata' Uolief Act. 

9150. Higher than what it is to-day 7— This I cannot say. 

9151. Are you intjlincd to say that the Act has Ix'cn introduced where it should not 
have been made applicabk* ?— No, I do not say so. 

9152. With regard to the Department of Industries you said that it should ho well^ 
equipped. Would you kindly enlarge this idea as to how' it should Iwi equipped at present 
apart from the question whether the head of the Department is an Indian or 
a European 7 — T do not say the head of the Department shmild Ix^ a European. I say 
that the head of the department should bo the best man, who wiU know what to do, 

9163. Have you any scheme ?— No, 

(The witnoee withdrew.) 


Jfr, A. Ainai- r. 
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Replies to the Questionnaire. 

SECTION I. 

Quk.=?tion 1. — The Agriculturiats in the Kaira district obtain finance for all their needs 
chiefly from indigenous bankers and money-lenders and eo-operative sotaeties and 
eometimes from Gowmment as tarcavi. 

The mle of interest eliarged on advance.s by money deiuleTs vary from 4 A per cent, to 
12 per cent. The rate of inUrost charged by eo-operativc six-ieties fixmi members is 
generally from to 12 J per cent. The period of loans advanced by money-lenders ivS 
generally not fixed. The loan is mo.stl}' in the form of a eurrent account if it bt^ not 
in the form of a mortg*age. Agriculturists who have a reputation with money-lenders 
got loans without any security, at tho end of the year the account is made up and 
a promissorj^ nott^ for the balance is passed. Those agriculturists, w'lio have lesser credit, 
got loans for thi'/ir ordinary neetls on the piu-sonal si'curity of one or two sureties. Some 
get advance.? on the security of their promise to repay from the future crop of their fields 
<ir of their fruit-trees. If an airrieultnrist is in need of a hig amount or if he is considered 
to bo not in a position to repay his d<d>ts, hi.s immoveable pro]H>rty is taken in 
securit}^ either a.s simple or usufructuary mortgagie 

GoviTiimcnt (inonce agriculture in ilie form of tarrari and very rarely as improvement 
loan, fu norally very few pi'ople .set'k the aid of (toverniiu rit for loans for sesveral reasons. 
The IinjX'rial Itaiik of India gi\es no kind of lu-lji to agricnlturisth’. In this district there 
is no joint .sTocl; hank. .X-sstiited above, almost all the agiie.irit oral finance is supplied 
by loeal hankers, monry lenders and co-oimrativc soeii'ties. 

It is not possibh' to give an (estimate of tho total amount of capital required for tho 
various purfioses for the dintriel. The Kaira District (d)-op(U',iti ve Bank finaiu'es 135 
a(.v icties the tcUal number of meiribers of w hich comes to about 12,<K.M) [H'lrsoTis. Thc' 
soidelies ru'c mostly found in tlit* poorest of vill ages and tlie iricmixTs are mostly of Ihe 
poorer classes and .small landholder.^ or tennnts-at-will. The total Jinance niadi* b}' tho 
Bank to tliesi.’ pt'ojdo amount.? to ircu*i.' than Hs. .n.dOdXKt The total population of tlio 
district is 710,qs2 souls living in 552 villages ; considenng thc.so figures, I tliink the total 
amount of capital will ri.se to sevend erorcs. 

Xo inforriiation is available as to thi' extent of linaiM*(’ jirovided annuaily in kiitd. 

There arc numerous deflects in the jjre.sctit system and, though there are .several 
ap|)arent reasons for tiie cxisUneo of sui'h defects, 1 may say tisat they are not the root 
on use,? of the deleets. I'nlcss the causes of the di^aMse be traced out and treated, the 
«u]ierfteial treatment becomes worse tlian the di.siaso. Tlie profound illiteracy, the 
almost in.sanita.ry surroundings, the apathy of Government officer.?, want of provision of 
the bare requirements such as v.'atcr, pa.sture lands, etc., an<l such other too numerous to 
mention, have all their cumulative effect in destroying the backbone of the agrieulturistH. 
No amount of special legiBlatkui for protecting one class at the sacrifice of another class 
wih in my opinion raise the agricultural credit or ameliorate the condition of tho 
agriciilturiats in the least. Though tho Dekkhan Agricvilturists’ Act was applied to this 
district twenty-five years ago and the Special Acts for talukdars are being enacted sincjo 
1B77, the conditions of the agrii nlturists and ialuMars have not ix'cn improved but, on 
tho contrary, have become worse, and their whole credit have l)cen practically ruined. 
The co-oporatiw> societies have ludped them to some extent but not to an appreciable 
degree. Unless education be wide-spread, unless the State lx? pleojsed to turn their eyes 
MO Y S3 — 5ti 
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to viilai'efl instead id tMti<*8. and the ajrrfcultariRt i»o made to take interest in 

ac^riculturo with letter outlook for village life, by solid i‘ffort8, I fear no amount of 
Hijeoial legislation or credit facilities will restore the almost dt ad |K*a'<ttnlry in lids part 
of the country whieh was once the garden of India, llnin* amounts of public ftinds are 
kept in the Imjieriai Bank of India, crorcs of rujH'es are iM.rrowed h} th(' State by ruising 
loans and by getting deposits througli postal savings hanks atjd >)v the issue* of jmstal 
cash certificates, ev'en from agricultural t^mns and villages, but no part of this money 
is made available for village uplift. Knonnous sums arc drained from the country by 
insurance compardes. Instead of nuiking Hp<M*ial leemlaljon of doubtful utility, the 
Stat(» should determine to utilise the inoiicv deposited either with the State or the 
Imperial Bank by the jx-ople, of a distriet, oidy for the betterment of that district. 
There is no co-ordiimtinn Inlween the two principal credit HLa-nclcy, viz., the 
money-lender and the co-(»perative horicticH. Kiieh considers the other to be a rival, 
and generally the money-lenderK have the upper hand. 

QtTKHTioN 2. — Oem'rally all pnueipal < top'^ (‘xcept tobacc(j tin* b ough* to the nearest 
market town for sale. They aie sold directly to the ( onsuiuc>rh or to ihe mcrch'rntK either 
for local use or export, through the agenciia of pridessional ff'ilnh- (hrokerH). \Mi{> pay the 
price of gtjods to the scllerm the first instance. The lobiu eo cannot be sold lu a nmikct 
town by taking it o\(T, on account of its varied qualitiis and its })nttlcnc<s. The daluh 
take their eustomi^rs to 1h<* houses of tlie pioducers wheie it is stockt d mid purchases 
i'.rct rmule there. 1 ik‘e no possibility either of forndng pools or co-operative efforts m 
this dist!'i<*t in the near future. Th<' purchaws of li«‘i<l ]»rodiiees mnimge to have their 
otvn capital either by bon*owing from local hankers or by hei unng diqto'^its friuu their 
friends and relatives. Such purchasers do not like to boirow money on tlu' security of 
their (roilowuis from the ImfHTial Bank as they fi'ai to lo.a* their (‘H'dit with others. In 
this district thc’e is practically no for<‘ign trade exc<*pl that of export of some portion 
of tobacco crop to Aden. The exporters, having eithm* their own capital or local cndit, 
do not require any moi'o facilities from a hank. 

Tho internal remittance is made either by scMiding hurnfat or cluMpies or drafts. No 
defect is apparent in such nunit fauces. 

Tho only kind of kundia current in this di.strict is tlie one payable on pri'scntation. 
I have no wggo.stiona to ofier for the amendment of the Nagcdialih* lii'-trummits Act. 

The hviidiA are geneially disiounled in the local centies and tlie b.itiker-. or 
tlioso merchants who have to send n'liiitlanee- B) cities, send the same tf) their agents 
there for realisation. 

When the field pToduces are purchased on iMduil" of outsiders or when they are to l>e 
sent against cash payment, generally a railway reneipt is sent with a hnndi drawn on tlie 
purchaser, to an agent of the jM'nder, w'ho in his turn dehvtTs the railway receipt on 
loalisation of the hvndi. No difficulty is expiwitmced in this process unh^ss the party fads 
to take delivery of the goods. In such caaes, if sorae dejjosit is taken in a^lvanee, 
the Bonder suffers no loss, 

I am unable to express any opinion regarding the licensed warehouses. 

Qubstioji 3. — In the Kaira district the value of land per acre varicn from Rs. lOCt to 
Rs. 2,0(X). The quality of the land, it 4 auitahility for rich crop.H, the proximity of the 
land to the village site, the proportion of cultivators to the areas of agricultural land, the 
road or railway ^commvmieatiom, the irrigational facilities, <dimatic conditions and 
the ela'S of cultivalois are be chief factors to affect the price of agrieultural 

iiao Saheb Trikatnlal Sanhilcha'nd Panlh. 



lands. Criwraly the prices rtmlised by privaU^ sales art^ higher than the price realised 
by auction made either by Government o * Civil Court as people do not like to displease 
the original holders by t>idding at su(‘h auctions. 

Quest: ojs 4. — As fur as I know there is no legal impediment to mortgage of land and 
agriiniltinal holding exc«‘pt in a nnrvadari vi'lago, here such alienation is prohibited 
to an outsider by Act \ of There is no land inortgage bank tT agrirulturrd bank 

in this disiriet. ^1 he District Co* 0 }K'iative Bunk is the only bank whieh advanees money 
as long-tt im eii'dit for cl(*bt ie<i( rnplion. Jiut miturHlly it being done on a very mall 
Healo. This llHiik raises its capital by sharcH, deposils and by l)orrowing from 
the Borril>ay Proviraeal ( o-opei alive Buj>k. On the i’e<-ominendation of a co-operative 
society, lorig-t<Tm hruns arc advanced to ll:c society to adv ance the same to the applicant 
who is necissa^irily its member. 

It is an urgent necessity for this district to start a land mortgage bank as early 
as pf)s.sihle. For want of siicli a facility, <‘V(‘rv day the land is being transferred to 
non-agricullural classes who [u'cfcr to invest their small savings in buying lands In their 
own villages. 1 fear this c annot be done all at once and so as an intermediate meaflurc 
of relief, C(juitM])lc mortgages bc' allowed. To j)roU'et such morigages, registration of 
an\ kind (»f eharge into the Record of Rights must b ' made eompulsory and ai y 
omission to have it done must bo <*oii.sidero 1 to b ‘ the la.st charge on the property 
in order of [irtMa dence. 

Cc'rtiticd extrac t from the Record of Rights must Iw supplical without any fees directly 
})y a lulati on an appliealiori without any court fee. It must be made obligatory on 
a talaf i to give* a rc'cc'ipt of liaving registcTcai a cliargc on lands. 

T am not in a jjosition to offer any suggestion with rc*s}>*c4 to the working of a mortgage 
I)ank. 

] vent\ire to suggest the f<illowing course^ for making pren isiou for long-term loans. 
Kac'b surv ey ruiinbcr or part of it hc*Jd by atiy one }H‘rson may bo valued at a price by 
H Revenue ()lheer nect below the rank of a Tua)ftlatd<ir after taking into consideration 
all the various factors, and a cert ticatc* to that c'ffect may he; issuc^d to the holder, counter- 
signed by a Sub-Div isional ( ifliecr. Wiic never an application be made to the Impc^rial 
Bank of India for a loan accnmipanic'd by .suc-li ccr'ific'atcs, thc^ Bank should advance 
loans up to a certain pmceiitaL'c of the vnhu* c*t‘rlificd co ihv sc'ciirity of the land comprised 
in the ccrlith’ate, after vcriticatioii with the Revenue* Records, without getting executed 
any docm?nont, on very moderates rate of interc^.st. Sucdi advances may be registered 
in the Record of Rights. The total amount of siic'h advancc.s may he limited accord ng 
to the funds available at the hraricb, after considering the public funds kept with tho 
branch and peoples’ dc]:Kjsit with t)ic several fKwt offices in tho district. 

Question 5. — No materials an; available to estimate oven approximately tho exiftting 
iudebU'dness of agricultural classes of a village, much less that of a taluhi or a district. 
The RtX'ord of Rights can be helpful to estimate secured debts on lands. But the total 
amount of secured debt of a particular agriculturist cannot be estimated accurately 
as it happens in many case's that one man holds lands in different v llagea. Unless the 
party concerned gives all help honestly, proixsr estimate even of secured debts will not 
bo fully possible. As regards unsecured debts, 1 think that the estimate could not be 
made accurately, even by an elaborate and searching inquiry btjcause o tho natural 
unwillingness of a man to divulge bis mdtditednoss. 

The existing debts were incurred for almost all the purposes mentioned in the question 
at different limes, it is nut iKJi>4>ib c to make out the puiynibea for a particular amount 



from the aceumuluted debts. As said above, the priiu-ipa] creditors are local money- 
lenders and co-operative societies. In some eases both are creditors of one and the 
same person. 

The ratcjfi of interest v&ry according to the respectability of the agriculturist and his 
capa^uty to repay. Excrepting in isolated cases it is seldom higher than 12 per cent* 
The interest is gem;ral y calculated at the end of the year and is added on to the principal. 
No separate accounts are kept for the principal and the interest. Ileccipts dur ng the 
year are credited and advant:e8 arc debited on the respective dates and intereat is calcu- 
lated for both credit and debit entries and hence if the debtor pays an aBiotuit Kufbcient 
to cover the accrued interest, he does not pay iiny coinpound inlcrc other'^vifie lie haa 
to pay compound int^vrest. If a debtor inako.s d(.vfault to repay his debt, generally the 
creditor docs not run to the Civil Court at once. waits for Rome ttiine, tries 1o 

persuade him and inliueiKa* him through t>t>KU*s ; if neeeH;;sar>', he advane*^ Idui further 
amounts and gets tlie whole debt Heeiired by a mortgage or purc'hufcs a j>ieee of land 
even by giving eonsitleration luglier than its real value or by Sidtiing the elairn by gnitding 
instalments with or without iiderest or by reducing the rat(^ td interest. After all or 
ftome of such ways, if he fails to secuve his money, he gu<‘H to the Civil Couii. tienerally 
creditors shrink from running to Civd Courts on in couni of the dilafef>iy procedure, 
redmdion of ciaim by dedvjcting eoinpoimd interest, grunting (d inHtaknents, the trouble- 
some and expensive (‘xeontion proeecdings, and such other re \&’ons. 

It is in very rare cascvs tliat eiiieient farmers arc Ixang iurnod into tenants. Only the 
ineilicicut fariiu'rs generally lose their holdings and t lie pj operty passes into the hands 
of creditors. Ch’editors do not get lands transferred wilLinyly t>eeauso mt)stly it iu 
unremunerative, eonsidering the lunount of interi'st on the capital so invested. In 
uuirrigated tracts and tracts liable to famines, the farmers and ereditors are both in the 
name condition. Many money-lenders have ndiuqiiished their holdings. 

The incentive to produce more or work hard and reguUvly lias no doubt been 
diminished from farmers iu some parts of this district, it uiay be partly due to- 
his indebtedness, but it Ls mort* due to iiunu‘rou.s oiht'r reasons. 

QuKSTfoN fi. — T)ie only indusiry supplemental to agrieultnre in this district is bullah> 
keeping. Home imlustvio.s like tailoring, hand'.spuuiing and weaving, hutton making, etc.,, 
will U*. very usedul to give prolltable cmpky’menl to uman ployed dependants of agrieul- 
twrisU all the year round and to bitter during tin' period w Inai he hii» not to work ocj 
land. Tin? co-operative credit societios will at present scrvi' to tinance such industries. 

Qi:r:sTtON (bV. — Hand-weaving is the chief small industry in tliis district. No s[>eeial 
facility to tiuanec it is neeessaty. 

QuK.STfON 7.— The relations between the laj-operiitive bank and the Imperial Bank of 
India c‘onslst only^ in nceepting of tdieques lUid issuing of drafts for n iuittanr-es without 
charging' any ijornmissiori. No dittienlty is cxpruienced in advancing short-term loans to 
the full extent by the co-opiTative batik, but it ctinnot cope wdth Hie demand for long- 
tcum loans fairly well for want of funds. If some aourec la; found out from w’hich the 
bank can secure depu.sits fixed for long jierttwls, then only the liank can make some 
pnigress in advancing long-tenn loans. To enable tlic bank to cater to the needs of all 
the aocieties with respect to long-term loans, 1 ilrink more than Ks. bO/KhOOO -will be 
required. 

As then' is no joint stock bank in this district, then* is no possibility of com[>etition. 

The Oo-operativc Movement has doim much good to agriculturists in this district^ 
though the development of the Movement is very moderate, 

SmBak^ Trilamlal Sankalckaiid Parikh. 
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QrESTioy 8. — The Dekkhan Agriculturists’ Relief Act has done enormous hann fjtt 
ruining the credit of the agriculturists as a class instead of doing appreciable good. If » 
creditor has to go to Court to recover his money, in many cases he has to lose his whole 
amount practically. But this loss is not a gain to tlie agriculturist-defciuiant. The 
gainers are pleaders and the State. It is a onder that though several CommitteeB and 
Commissions have declared the Act to be a failure, no step* have been taken either to 
amend it or repeal it. Though apparently the proviBions of tlie Act i->ut at a losa the 
money-lenders, for all jwaetical purjx'st'ti, it has harriuxl tlie agyiculturists to a very great 
extent. In several account suits tied by agrieulturiats under the Act it has been found 
that the amount found due after taking accounts is greater than the amount stipulated 
to be paid by a mortgage deeil. By a Full Bencli decision of the Bombay High Court, 
in Gopaldas Sambbudas es. \ itbal Mohanji, it has been held that sindi excess amount 
should l>e decreed. vSueh easi^ prove that the necessity of such a legislation dt>es not 
exist. It is so very strange that though the sections of doubtful utility are extended to 
Gujarat, the sections which are proved to be Ijcnelieia!, such as the appointment 
of conciliators and \'illagc Mvnsiffa, arc not extended, it may Ih> for fear of reveiiuo in 
court fees. A great number of cases against agriculluriats are of a nature of 8mall Causes, 
I think that the Act will serve no useful purpose in any amcmied form, in this district, 
considering the peculiar conditions of the district, BUch as low rate of interest and general 
intcrigence of the masses. 

I do admit that the agricirturistB as a <*biss are poor in tn?rtain parts of this district and. 
aonie measurt^s ar(‘ necesBaiy for their uplift. But I think that no amount of pvotoetivo 
legislations will hely> them a little, and such attempts will be futik* and harmful. The 
remedy w'ill be worse than the disease. The agriciilturist must have Bclf -restraint and 
that can l)e brought in him only by Cducatioii. “ The man w^ho k>arn» to deny himself 
the luxur}' of barrow itig, «*xc('pi under most pressing need, soon learns how to deny him- 
self adittk* in the day of alnindanct', and to lay by for the contingenciex, wdiieh edueatkui 
alone tea(;hort him, fis likely at some t.iine or otlu'r to supervene.” T4uift and orgiinisation 
are the eardi mil factors to ameliorate the condition of the agriculturist, but this can 
come in only through edueatiun. 

I’overty is of the nature of a self perpetuating discasxv, grricrating » vicious circle. 
Poverty, diminished credit, borrowing, high intercHl, reeklessncyb, numerous family, 
inefficiency and illit(‘raey are the component parts of this vicious eiicle, which require# 
to be broken at its w'cakest point. The weakest point is jUiicra<*y. 

Question 9. — 1 have no remarks to oiTer on this question as I am liot conversant with 
the Acts mentioned in it. 


SECTION II. 

Replies to some questions under this head are jgiven in my replies to question* under 
Section I. However, where necessary, I shall try to supplement them. 

Questions 1 and 2. — The functiong of indigenous hankers in the distnVt are ihoHe of 
financing aM kinds of trade and industries and agriculture. They finance import and 
export trade. They advance money on various kinds of iMJCuritieti, iiimnce buBinesH on 
profit-sharing system, discount negotiable ingtrumenls such as hutidii^ and cheques. As 
regards banks there are only two banks, viz . : — Tho Imperial Bank and the District Co- 
operative Bank. The only function of the Co-operative Bank is to finance only tho 



co-operative societies, it plays no part in the finance of trade or industry as most 
of the societies are agrictiltural credit societies. The Imperial Bank is more of a deposit 
receiving bank than a financing agency for local trade and industry. So, practically 
the whole finance is being done by indigenous bankers. 

QlilCSTiOK 3. — It U not po«sil>le to estimate the amount of capital invested and the 
volume of busineftfl done by tho indigenous banking. Tlie ex|^>enses of indigenous 
bankers are veiy^ small as most of tin; work i« done by the owner hiniseif and other adult 
male members of his family with ilie help of two or three elerks. The system 
of accounting is also not costly. As said above, the iiidigiuiouB banker hns only to look 
towards the lmi)erial Bank for any business relation, there being no other bank. For nil 
practical purposes it can sabdy lx? said that the Imperial Bank of India aiTords no fai'iiity 
to indigenoua bankers. The detailed and worrying inquiry about the means of a party, 
the small extent of the accommodation, the heavy rate of interest charges, the security 
demanded and such other reasons eome in the way of having business relations with the 
Bank. As a result instead of getting any Hubstantial facilities the indigenous bankers 
have almost lost their old fa('ilitieH of private deposits. 

QlTlESTloN 4.— The only credit instrument used in this district is that of hundi payable 
on presentation. Deposit receipts are giv'^en in the form of a promissory note. 

Question /5. — There is not mucdi difTereriee in granting a loan or allowing cash (Tcdit 
in this district. Advance to a non -trader is considered to be a loan whicli is generally 
repayable at the oonvenieiujo of the boiTower, w'hile the cash credit account is one where 
advances are made payable either on call or when the borrowing party receives bis dues 
and again drawing w^hen necessary. Hough limits are fixed for advances on current 
accounts. But the interest on the amount to the extent of the limit is not. eluirged if the 
money is not actually drawm. The bankers generally charge eomniission {adal) at 
the end of the year on the total of the debit side over and above the interest ttn eurrent 
account. The loans are advanced and cash credits are allowed generally on the 
personal security of the borrower. 

The indigenous bankers have their owm (capital supplemented by local depoeit. 8onie 
times to meet' urgent needs they draw upon their erediis which they have with 
their Bombay and Ahmedabad shroffs. 

The rate of interest allowed on deposits vary from 3 per cent, to G pcT cent. 

Question 6. — ‘It is not the practice of the indigenous bankers to insist on atlvanet's 
being drawn as suggested in the question. The rate of interest ('barged by indigenoiis 
banker varies ivom 4i per cent, to 12 per cent. The rale of interest dept uds upon the 
ertniit and rospfjctability of the borrower. These rates cannot he considered too liigh to 
consider any means to bring dowm. People wiio have no security to olTer or who are 
considered to bo not honest are not advanced money by indigenous bankers or village 
money-lenders. To such i>eople even a co-oixvrativc society will not help. As a result 
they fall into the hands of Pathans and Sindhis. 1 cannot suggest any means to save 
such people unless they could be morally improved. 

In this district, rate of interest is not a handicap to agriculturists in increasing their 
resourcos or in improving their standard of living or in making agricultural improvements, 
etc. It is th(!i want of capital rather than the rate of interest which handicaps 
agricnilturists on all sides together with other reasons such as social customs want of 
education, etc. 

M(w Saheb Trihxmlal Sanhdchttnd Pxtrikh. 
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The net amcmnt of return on capital cannot be calculated properly for all cases, because 
the allowances suggested in the question are not the only allowances in all kinds of cases. 
The expenses vary in projK)rtion to the morality and honesty of a debtor. If the debtor 
thinks it to bo a moral obligation to repay and is honest in his defence, then the rectum 
is fairly gtx>d. But if otherwise, the money-lender sometimes loses even the whole of 
his principal. This will at first .site seem strange. But it is a reality. Over and above 
the. allowances mentioned in the question, a plaintilT has a lot of expen.sc8 to incur such 
as travelling expeim^js and several kinds of court expenses which are not allowed by Court 
Generally the decree carries no interest; the compound interest and commission, if any, 
charged is disallowed in the case of agrionlturists luimherof inst.alments and the expenses 
to 1 k^ incurrt'd in exeeuting tlecrees are some of the numerous masons whieh minimise tho 
plaintiff's claim. In the rase of an agriculturist the decret^ is transferred to the CoUector 
if it is to lx.' eraanited t»y sale of property, wheuv it is delayed for .several years on various 
grounds. With all this trouble the plaintiff has the risk of ynu’senal Hnfety in villages. 

(^i KSTioK 7. — There is no genuine pr<'jadiee against indigenous money-lenders in 
the distriet. 

Except the disabilities created by legislation Ihort' is protection in law to money- 
lenders. 

The moneydendcTS trading in villag\‘S have many doubfful methods. These am 
generally the |)eople eominanding very small capital and many a time they theinflclves 
are agrieulturists and as sueli ciuninniui .some influeiHU', and on tliat strength they are 
able to rccovtu' their dues without recourse to Civil Onirts. vXny amount of legislative 
restricUons will not i)rt)teet the agriculturists. 1’he lu'ensing of approv^cd money- lenders 
will he a coiujilicatt'd machinery and jHn'haps unworkable. 

Qt KS'i’ioN 8. — If the* moneydenden; doing bu.sin(^ss in towuis and those money-lenders 
wlio havt‘ migrated to towns from villages Ik^ indiie.ed to return to vilJagea, 1 think the 
whole problem of village finance will be solved. The eo-o}H'‘rative .societies can most 
succ(‘ssf uliy solve the proldem. But looking to tlie onorm</us reqiiiroinentR of the district, 
I fear no amount of development in the Movement will Ik* ahje to eopc wdth all the needs 
of the people. So, willingly or unwillingly wa‘ have to ]>ut u{> with the class of nmney- 
lenders. Hcncf' in order to minimise the evils aceojnpo.nying monry-huidera I may 
suggest that r('.‘^pi‘ctn})]e iiumey-lenders, if willing, l>e asked to finance particular areas 
subject to limitations }WcseriI,><Hl by ( h)vernment.. Their ac', counts must l)e kept in 
presgrilH'd forms ar\fl open to inspection by resyx)nsil)lc offieors. Such j)eople sliould 
be given all tiie conee.s.sion.s and facilities allowed to cceopcTiitive societies. Tluy must 
be bound to charge only their fixed rate of interest. 

The lKK)ks of money-lenders are not otnui to ins|KH“tiorK In some cases if a debtor 
is an intelligent one, he gets a pass-book prepared and takes with him the book at the 
time of doing every transaction for Ix'iiig entered therein. 

An honest money-lender will not l)e offended if hi.s account hooks arc inspected, provided 
it is not made unnecessarily intrusive, such as by looking into his resources, etc. 

Question 9. — The indigenou.s bankers cannot meet all demands as their funds are 
always limited. They must refuse^ a loan on account of doubtful security. 

Question 10. — The indigenous banking system if linked with other banks or financing 
parties by way of supplying money, I think ranch of the difficulties w ill diflappemr. Want 
of sufficient funds in the mojusfdl is the reason for rise in raters of interest. I cannot 
suggest any particular kind of a bank. I can only say that it is a great necessity to 



i^xitablmh A financing mstitution to holp local banking without rigidity in the interests 
of agriculture, trade and industry. 

Such special banks should be prohibited from having any dealings with people. 
If they bo allowed to do so, they will not do it sufficiently and without rigidity. 

Q0E9TIOK 11. — do not think that there is any amount of money in the liands of the 
bankers which not find employment throughout the year. I think thei^ is scarcity 
of sufficierit funds. 

The question does not arise. Some people do send some of their money to Bombay 
during dull season. This is generally done by people who trade in seasonal crops. 

The ruin of agricultural credit has affected the credit of village money dendors which 
in its turn has affect-cd ndv^ersely the credit of t^iwn money-lenders. 8o unless the 
fountain*source of credit is not <tured of its diH(?a8o, 1 fear the capital invested in banks, 
post offices, CSov’^ern merit and oth<T »t*curi ties and with batiki^rs in industrial towns, will 
not flaw back to the district. 

SECTION III. 

In my forrtujr replies, 1 think some of these questions ar c replied indiroelly ; so unless 
quite TUH'ertHary, I sliall not repeat my remarks. 

Q,0ESTTon 1. — MeinbcTs of societies who are^ always debtors have nothing with them 
to invest. The coinjuilsory d(aluctlon from the loan advanced is always avaih^d of at 
the time of repayment. The .savings deposit>ed in the banks are mostly of salary 
f>arnerau 

The public have more than sufficient facilities f<»r investments of savings in 

view* of their limited surplus funds. 

Formerly the Mahomedans in ihiB district were not taking iniert'st bntr no\v-a-days 
they have giv<m uj> that proliibition. 

The habits (jF people to purchase gold and silver cannot lx* mininiised in tluj present 
state of Rocial views of px>plc. 

Question 2. — Postal cash certificates are very popular as tht'V pay higlu.-r rate 
of interest. ResptMdahle mcrcliant-s, fihrojf.'i and t‘ven some agritMiUurists and village 
p^^ople do not pay so high iuterest. So it has adverst’ly atl’i'eted all the classics. I think 
this kind of corn lion by the State should Ih> put a stop to. 

It is a rule for postal savings bank accounts that if an account is not operated for 
a particular period the account is closed and termed dca<l account This can bo 
revived if the depositor makes air application. I do not see any reason in giving so 
much truulrle to investors. If the authorities think that the savings bank is meant for 
persons who are active customers, the postal authorities should return the money to the 
investor at his cost by money order. Similarly jKirsons who do not claim money of postal 
cash oortificatos after due date should be repaid, t imagine an enormous sum of money 
iniist be lying with Government for want of claim since a long time. In many 
coses holders might have lost their certificates or their heirs might have no knowledge 
of such investment. Even if notices be given to people, many of them will be in a position 
to 6laim their money. In local bodies if deposits of the jniblic are kept for even smaller 
periods the auditors raise objections and press them eitlier to return or invest separately. 
I think it is much more the duty of Government to return the money to their owners to 
some of which it will be a great relief to get. 

JSUto Setheh lYikmnlal Sankalchand Parlkh, 
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Q^ESTIO^“ think no further facilitiea are rt>quiit^d for the piirchaae imd 

sale of securities for this district, as t!u>st> who have to invest their savings are conversant 
vith all the ways. The agriculturist has praoticaUy nothing to invest and the question 
rt^quires no consideration. 

Those agi'icultxirists who have Home savings from the sale of crops generally invest 
in piirchiise of lands or making advances w ithin his village; some invest it with town 
money-lenders , 

Qt EHTioN 4. — As there are only tvYi> Iwinks in this dit^tn< t. the cheque habit has not 
grown niueh ui the diwtriet h\jt it }u\s inereased mueh in the Nadiad town. The 
aladition of etanip dutv is the chief reason for thin imTedse. As there are no more banks 
in the distihd, I have no remarks to otter to iuen ase t he habit ; for the same reason, 
chan/^> to vernacular script is not necessary, though it is dt'^irahle. 

Question 5. — 'I'he ])rcsent day banking and inv(>stmeut habit is n'.ally of very slow 
growth. Tlie majority of jKoplo arc f*ven not initiated to it. PArn in towma, still many 
[X’ople an^ ignorant about it. This is all due in some ca.scs to want of odueation, and in 
Home (>ase.s dm* to <‘ar( ]<\sKncs8 ami itidiiTcrenee. 

If po<)pJ(' could be conviuv’cd that it is safe and ])roti(ftblf* to inv('8t their funds in agri- 
culturaj undertakings either directly or througfi village money-lenders,* they w'ould invest 
tlu'ir moTK'V ill such productive undertakings. l;»ut this in not jxjs.sible unlesH radical 
( hanget caji be riTc^'ted on all slrles. 

The opening of the Imperial Ikink at Nafliad has on the wliolc! not, proht(‘d this district. 

1 cannot ignore the convi'uienee it i.n ah>!e to giv(' to some pcoph*. Hut I can estimate 
that mm h o' the whiei! was in circulation in the riistriet has Ixaui drawn by it 

Jirid up to indu^lT ial tou iis. 

I have no knovvli <lgc of investment trusta. 

Oral Fvidenc®. 

bir>4. .7V.'r dhuirmav : Uao S.du**) Parikh, vf'U are the Marmging Director of the 
Kaira Distri<*t Centra] Co Mjx r.itive Hank 'f Vea. 

91.V>. Do you <c> l.Hukiug bu.al;i‘'s:8 yourrelf ? No. 

9ir>f>. .Are you a landlord ? ! ant also nn indusl rirdist. ] have some 

inve-HtmerPK. 

i)Id7. Does your l)auk tiuaic-c all the I'c -;qvfvii !\ v >->o'':Mas in the dist nc • - Ab*H. 

9ir>S. Do vam think liiat the linai:'. '. rtiicdied O. th uu is adequatr ? Yes, '‘x»a-pt for 
long-term loans. 

9159. Do they not b.= \ e to go ta- i.du'car.K ? — No. 

VdbO. Are many of the sticielu's in hcac y .a- rars to iht> bank Yes. 

9i()l. The Co-operative M.ovefrv''nt i.s vmldng uel! ^uvcept in the. ?datar f^ilnka ? Yo*\ 

9162. Do you propose to givei any iong-tertn loans ? -' For IVIatar inluka we 
have already given an extcriiKior} fksing long instalinenls running over ten years. 

910.‘1. Are the instalinents iauning; regularly ? --This is the lirst year. 

9164. As regardn other ha/ xCu,'.' art- there heavy arrearK Y- No. 

9165. Were you giving long tenu Iohtik at aii for <iebi n'demjui'm Y -in very few 
cases we have given. 

S3 — -i>7 
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9106. In these few cases are the iiiHtalmentB coming back rcgiilarJy 1 — Yes. 

9167. You say that the rate of interest charged on advances here is per cent. But 
there must be only a few such cases ? — Good paiidars get at this rate. 

9168. Are there persons amongst JS'fmrar/t w ho advance at 4J per ('cnt. or at 5 per 
cent. ? — There are goo<l mwears who advance at this rate. 

0169, But would they not get more by plucibg their monc^y in your bank ? — Still 
they are not attracted. 

9170. You say that the socicticR arc formed only in very poor village s and it is only 
the poor people who join them ; can you not get the better (.]«hs [coph also to join 
the socicdicM - Wc arc trying to do «o. 

917), 1)0 you finance the marketing of crops ? — No. 

9172. Neither cotton nor tobacco ? No. 

9173. Do not people come to you ?- No. We cannot advance mt in-y to individiials. 

9174. Can yon not advance against th<» M*cnrity of produce ‘r -Not to individualB, 

9175. Arc there many big indigenous bankeis Iutc ? -d'herc arc some. 

9176. Have you any idiui as to the aino«nt of capita*] winch tliese indig»’nons henkers 
have invested in this distriid ? — Approximately it munt be more' than a orore of lupecfi. 

9177- Do they li nance trade ; they ahso tinanee agriculture, 

9178. Is there much hundli business done here ?---It is only limitcMi to towns. 

9179. You want Imperial Bank to advance loanH against land V Ves ; i he Act esn 
bi^ amended. 

9189. For any long [leriod At least for U u yt ars' tt^m tb.e loans imiat be a>]vane<.‘d. 

91 Si. VVliat secondary iiwlustry you have in this district ? — Dairy iiig. 

91S2. Has it been organi/r'd on a eo-o])crativ<' basis?— No. 

9183. Does your bank make any advance for eru'or.rnging this indu>try Nv>; svo 
advance money for breeding of ImfTalocs, 

9184. But is there a regular organisatif)n ? No. 

9185. Do 3 / 0 U think that it is not possible ? N's 

* 9286. \Ve l.ave been informed by a witmvss that tlie village we syrh'ni has run 
worked properly in this district ? — It is not the fault i,i ilit* system, but it dr \ be due 
to the fault, of sehaition. 

9187. say : “ Tn this district rhe rate of inb rcsl is not u handica;^) to 
agricult urishs in increasing their re.sourecs or in improving their standard of living or in 
making agricultural improvenaents, etc. It is the w^ant of capital rather tliaii the rate 
of interest which handicaps agriculturists on all sides together with other reasons such 
ae social customs, want of education, etc.” ?- Yes, it is the want of capital w'hkh 
handicaps agric ul turiats . 

9188. Do you not think that the two go together very often ? — Yes. 

9189. What is Uie real difficulty ? Is it that capital i.s not there, or is it that eapital 
is there but it cannot be got unless a higher rate of interest is paid ? — The capital has 
gone out of the district, 

9191). This may be one of the reasons why the rate has gone up ? — I do not think so. 

Mao Bake!) Trihamnlal BanMchand Marikh, 



91 91. But ISO far as your Co-r>perativtr Bank i» coiicertied, it can get more capital 
from outside h — Wo get capital from tiie Provincial Co-op<;rative Bank. 

9192. Do yon get enough t — Yes. The want of uapitiil is not felt hy the (kvoporativo 
Bank, but i? is tlic indigcno»is l>iinker whv> is in want of capital. 


9193- 

Ha ie you a savings bank ace 

ouut in 

your bank ?— 

-Yes, 



9194. 

Do you get largo 

amount, 3 ? - 

—We haw about lbs. 

59,009, 



9195. 

Is ti«e amount int 

'ivasing ? — 

Yes. 





9196. 

Do 

deposit the 

ir mo'i 

ey in the savings bank 

account ?- 

No, 

9197. 

H any at tempi 

been mode 

to get 

savings bank 

flcposits from agriculturists 

in i!u' vll 

hiizo societies ? i c 

lo not t 'iinii 

. that pi 

•oph' ha VC any 

rn or, ‘ v to 

deposit, in s 

avings 

account. 








9198. 

Not nil, b\:t a fo 

vv of them 

might 

have savings. 

Will TO d 

:0 they kt'e| 

» their 

savjn;:?^ 

' - They might ib-p; 

>sit thior im 

ency in 

co-opi'r,‘d ivc H 

ocict ies. 



9199. 

Do th('y invest th 

cir money in Lind 

or in gold ? -. 

No. 



9200. 

Mr. V. L. Mehta 

; You said 

that ll 

iv n'payment < 

>f loans in 

tliti Matar 

t alula 


had boon Hproad over a number of annual iiislalmcnts ? V'ch. 

92U1. ilay your Co-oporal ivu’ Bank tu'cn able to give any reduction in interest or 

allow eon('essi(u)Mi terms t(> tiic ;u*ci.''ties then* > No. ^Ve have just promised I hem 

that if they would repay their instainvmis regularly they woui(i'be given eoTU'ensions. 

92d2. Wlnvt is the rate of iid crest at which MiC District Bard; borrows money 
locally ? It varies from U j>cr ecjit. to t> per cent. 

9203. You suggest that the InijKuial Bank should give (Mit money on the Hacurity of 
lands on a lorjg term basis, \^'ould vuni iikt^ theni to deal with the agriculturists directly 
or through some other ageney think it will be far betUT if they deal with them 
dircet ly. 

9204. \V(.Juld • smaller landholders be, taktm care of by the (jo-openitiva ftO('ieties ? — 
Yea. 

9295. You suggest the Btarting of a land mortgage bank in this dislric.t. Do you 
think that it will bo jjossible to raise any (‘apital localh^ by s.de of dv'bcnturoH - Yes. 

9200. And not by way of share capital ? — No. 

9207. iVro any of these shrojft firms associated with the* (lo c)|)era.ti\(' working in any 
way ? — No. 

9208. Do you think that they could be associated through an urban batik or «am« 
other agency 1 — I do not think so. 

9209. You suggest that the Govc^rnimmt should not borrow by means of postal cash 
certificates, but then there will Ixi a certain nuniber of jieople who w ould not trust any 
agency other than Goveminent ? — T have propohwxl the alternative that the moner 
deposited in such institutions should Ik^ utilimnl for the lauiefit <)f the district. 

9210. In what manner? — By helping agriculture and industriefl. 

(The witness withdrew’.) 

The Cemmittee then adjourned and rmssemblHl ai Bombay on Monday, 
fU' /'nfi December 
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Monday, December 16th, 1929. 
BOMBAY. 


Pke«e,nt : 

Mr. J- A. Ma.i»an, (’.l.i*!,, 

Mf. L. I>* L. Biu kley, i Prof,ifc;d«>r V. O. Kale, 

Mr. F. 11. ('uiKDDT. I Mr. B. 8. Kamat. 

Mr. H, V. llfciaAi. i Mr. V. L- 

Mr. K.. Masam {c^ecrcio^ry],. 


Mr. LALJI NARANJl, J.P., M.L.C., Bamliay. 

MKMOKAXDl’M. 

A (K'taik'd n<|)Iy to the questknuiairc of tl»e Boiof'ay Fi(»\ uicial fhetikiiti: KiU|viirv 
CommiUoe hav^ horn yivrii in writ iiig hy tho Intlian MMeliaiitA’ (’hr.iril(M . Ak a DHonbei 
of tlio 8ub-f,’oiniruttt>{' of Uk' Iialiai) Mcrclouits' ( r I atn uro oi IKoa' ( oiict rnul 

witli tho Haiti roplieM. Tht' reolit'H to (juo.'+tions taloTj up by t ht‘ < Jjaiu l)i'r rni lanly t.da 
viowH a,H woU. In the following Hlat{‘niont I nhall giv<; my yciMvrai roinarks vo' tho broatl 
quoHtiouH that may Ih‘ foiiHidt'rt'd by tlio Ihviikinp Kritiuiry ( 'oTunhtltf . 

The HfitMioo of hanking dtn-ehij t d in India wit hout any iudufiu o from tlm rnl-'ro Jong 
lK!ft>ro the udvenl of the llrit ii-dt (lovornment. Tin* \v(‘rld is lua'()!iiing moia or t( i-'B one 
largo unit and rapid meai.iH of tnuisport and (‘OininKiiit idion l.ave r‘na)>h d all g.artK of 
tlie world to .staairo iKinking faellith'M provided tiny })o.>:u-s8 h'ufjif itnt gold whidi they 
can transfer on call ({> bt‘ turned int(» any vurreiuy in any part of tla’ world. Thus gold 
has beeoinc the real Ktnirci'- of banking in all parta of the world. Tl’lie value of gold 
iin|)ortod into India during the last ten years- nverageH al out t-hirlYdive eroren of inpetH, 
a large portion of whiedi goe.s for the une of th(' 3Md iniilion Indian j>eople. The uHe of 
gold in India j><‘r head in e(>in})aris'.on with tdher countries is nun h less u hen v t considc r 
the Hocial custoinH wliieli nnike it an obligation on every Indian on the oc casion of the 
Tuarriage of bin child ren to oiTcr silver or gold to tlu' hride. The g,old that is imported 
into India evory^ year, as the .surpduH of their exports over iinj-ortH, is thus not boardc d 
but is uHed for purposes of ornaments. iSueh a vast contiiunlal territory like India 
has t-o be satisfied with very little addition to lier wealth. Ilie quantify of India’s prt)- 
duet^i* is ev<‘r increasing by tlie develojmient of modern science in agriculture and also 
by the rapid and iiicrtunsing means of tran.sportati(»n such jus railways, boats, motors, 
ot<‘. In spite of these developments of her agricultural resourt es she has not l>eeij able 
to add every year fo the surplus wealth which an agricultural country like India should 
have Vwen able to do. A highly developed country like America or a very diffei^mt 
country from the administrative point of view* like JUirsia has been able to add to their 

ilfr. Lufji Nuyanji. 



453 


wealth ev*>iy ytm dva titj’ th*' last 1 0 years, 'i’he follow ing tigun'S •will show what America 
has doae ; — 
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tin,! I 'mM, 1'> ffiui,,'' .i; t Imioi, (if licr | (‘luh;a! <jiid ccojiornie doiui- 

na.tioii by (ir'i'a 1 \i.:> i.ni ystisTvb 1h^- i tM ia-th. r<, ;s.u.r';'i. s >ir,d wealth whii'li ordi- 

narily. , if .sfe tia.d lie', n trio she v\()iiid hav'' heea abh' lo f oll' i.! ineiu her natural refiOurcoH 
for her i-lf. 

India has l>een made to j:.:', ft with ail her HUfj'les wealth ((.» whicli she Ih ( ntitlid to 
(ireat llrifain for tlu' .sew/vu' servi'o s 11 •;( Itrilain JuiS he< ri eajnhied to offer to India 
and .si:n'h .'wuounts for serviecp of jieM. ral Unds rt lalere*' are evt'i'y yt'ar increasing. If 
th*' jigures of tloc'c -si'rvices were eoileeie<l ih.ey wili elejirlv prove that evith the inereasing 
eapaeity <if thn liuliun j>rfMitu tton llie surjilus wViieh ought to iegitinialely go to India 
has always hren diverted to new expenditure for the developjoent of the rewoureea of 
India, lly services 1 inenn not (u’lly costly seiviics in the adniinislration wdiieh are 
reserved for non-Indians, who for all nrai tieul purptxses may he called BritisherH both 
civil and niilitary (v. !ii( h one can see from the inex'aHing militaiy exjienditiirc of the 
past year.'), but ahso servie< r. in (he siuipe of visksl interc.s(.s such as railways on wdiich 
India has spent about 8UU erore.s of rupees anfl tlu* doveloj)nK;nt of the coastal and over- 
seas trade wliieh huve also become a Briti.sb. uKuiojady ; Kervi<'es to trade in the form of 
insurauee ; services iu the f(jrm of liaudling goods \vhi<di up to now wmre practically 
a monopoly and wldeh arc evi'ii now largely eoiitrollt^d by British and otht-r rion-liidian 
firms. 

vSinee tiie Govemmeut of India Aet of 1919 w ith very limited powers to IndiaiiB and 
witii real control in the hands of the Secretary of »Stat(: for Irrdia, India through her 
Jx^gisiative Asiwnibly has been ventilating her desire to preserve the wealth that is created 
in India by Indians by tarifi regulations, by shipping bills, imsurance bills, etc., which 
clearly show s that if the Banking Eniiuiry (‘ommittee were to enquire us to how banking 
should be done in this ( ountry the eii([uiry will bo of very littk avail if sudi Committee 
w'er<' not to rt'commend the means to p, reserve all the wealth that is created in this country 
legitimately in India. 

In this eonneetion 1 will mention one instance of bow tlic machinery even for collection 
of land dutiesj lias been made expensive. The collections are made in villages ; from 
villages th( y go to talulau ; from taiula^ to distriets ; awl again, when the product of 
liio.se villages are to be markelech the monies haviJ to k? taken back from the difitficti 



to tto villager. Government useil to employ treasury officer^ in such villageB, men of 
reBpoiiBibility and fitanding ; but since Government have taken mto their head of driving 
ad the roaourcoB of banking to the Imperial i5ank of India, thousands of years of training 
of the village i^hroff^s and ot her bankers in the villages has ht-tei wiped of! by avsteinatic 
©ffortfl of driving all capital into the coffers of the Imperial Bank. Bankings tlirough 
th© Imperial Bank is too expensive for the Indian villagers, who are neither educattjd to 
the standanl that the Bank vdll require, nor advanced to deal with the niceties of tin* 
rulcB of the Imperial Bank. The servictrs of the Imperiol Bank arc po costly that villages 
andBmaii towns are denied banking facilities only for the r nisuii ct its being too ( xpensiven 
Tho money which was rapidly rotating from district to vUiafres t hroiigh ^hrojf^ who were 
BatUhed with a very moderate reintini'ration cannot do sr> now much to tlu disadvantage 
of the peasantB. 

As mentioned above, [ wish to restriet luyself to one question and that is about 
the inBurance habit, w'hi('h lias not netoi dovehn»ed to the t \tcnt t(_> which it sliould 
have been done, lijsurance in thv?sc' tlays has Iwo ornc a nec< asity lor (ill kinds of risks, 
namely, fire, marine, uiotor car. burglarv and ineij life. 1 will, bow ever, refer to the 
neoefisity of dcvrdoj>inginsurnncc for creating and preserving unm- \sefilth in this (ountrv. 
The more I consider th(' e('onornic j)roblem of India, the greater T feel th( inuesKity of 
Great Britain ulaekening^ her grip on tbc ciconomii' (huirinalion of this eountrv. India 
has remained far more backwarrl than other eonntrios even in l)je dcvelopuK'nt of the 
insuraneo habit, a.s may bo seen from tint following figures : — 

kiFK lN«rnA.v(M: in PunCE. 


19f>S 

Ks. 

( 1 n ercO'CK) 


United Stat(>s of Aineo'ic/i .. .. .‘hhOOft 

Canada . . . . . . . . . \ 500 

United Kingdom . . . . . 4 nqp 

Germany . . . . . . . . . _ gOO 

France .. . .. .. qop 

■ • • . . . . 2r>h 

Japan . . . . . . . . . j 2t)o 

Austral ia . . . . . . , , , . . gqp 

India . . . . . . . . . , . (,5 


Unitetl States of America 

Great Britain 

Canada 

India 


O Ins nHANOE. 

Fire Vasualiy 

Ks. Rs. 

• ' . . 240 crores. 250 erores. 

.. IB^ ,, 90 

k5 „ 6 „ 

• • . . 89 lakhs. 19 lakhs. 


Although no atatistios aye available, it may l>e estimated that the total amount of 
money paid to insurance companies in the shape of premium for all claBses of business, 
excepting life, should bo in the neighbourhood of 20 crores of rupees, out of which only 
a very small percentage goes to Indian insurance companies. 

From these figures it will he seen that looking to the natural resourceB that India 
commands, looking to Uk^ culture that India had, India has not developed this line as 
J/r. jLtdjff Naruuji. 
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it should hav6 done, in coinparifion with the other countries of the world. Becently, 
in the last 10 years, Indians have begun to associate actively in encouraging the habit 
of insurance in all its branches, thus increasing the investment and banking capital in 
the country. It is a great resource and a very fruitful resource to the Government when 
they are the borrowers, as it is aUo n lu h bel} ful to the industries c'f the (ouiitry, as it 
has done in other parts of the world. And lastly, but nH)8tly, insurarue funds 
have Bpread all over fixe world and in times of war lU- famine, they are very useful in 
accommodating credit for inccfing the dilheuit situation that is created in such 
times. 

Insurance instead of being em ouraged is being discouraged by foreign banks {hat are 
prospering in this country and tliat art; offered (lie nK)n(i]K>ly e ven by tb.e liuj erial Bank 
of India, witii all its resources. It is \i iy gratifying to .state here that the Imperial 
Bank of India during the last tlirce or four years has seen the nceessily of assisting the 
legitimate aspiratiims of Jiulian insurance eoinpanies. The Inipciinl ihink has realiecd 
that iiisurance compamcsconcluctcd on pro};er Hue s will be a great source to banking and 
she has cdiurigcd her poIic\'. But if she really wihIhf to add to tlie wealth of t lie country, 
the Imperial ibiiik shnuld only hian.ee tlmse baiiks whali eneouraec the policies of 
Indian insuranee compauies. It is vr ry rt.'^^oet ta ble to find that exdiaege banks, which 
can work ixi tiiis ctundry without any sort of c«mtroI j laced upon tlicm, are hampering 
the proi/rcss of Indian ivisi;r;ujec cornpaiucs and thereby preventing Iiidia from 
pu'cservinu ]j< r awn Avt'ultli for lau’scB'. It is •well knowat that (’xehange l/anks, even on 
the slreivgtii of tbeirow i\ go]<l, are iina’ji ('d by (iovciauio ntuiidcd barsks like the ImpcTial 
Bank of Inciia and i]i< y caiinol do bankinu iinh'!-p they are supj'Oitid l>y the local Govern- 
tk'iilr.il Ikink. If the eseiiaiitrc hanks arc not supjiortcd by ( -ovcTiinjOJit Banka, 
I am sure, they will have tt) leave th</ counlrv at once. I do not minimise the service 
that the ('\(d)angi‘ bank ’ are <loiiig ; but 1 should eertainly }a.)int out that if the exchange 
l>;iaks ijavo doin' service to Imlin, they liavc berm aide to prei lu(l(‘ Indians from havdng 
their h’vitirnale share. They lia\e even depriviul Indians iroro majjsging their ow'ii 
p()rta in tiie adrnini Irdtion of uhirh tb.e non-lodiun otheers, only by virtue of their being 
able to argue that they arc controlling mm h of tl/c trmic, are clt'Cted. It will thus bo 
seen that t.be extcii'-ive business ai.d tirm Imld of liu" foreign cxeb.ange banks aSceding 
not only the develojunont and transfer of the ‘a'rvi<;es, wlsicli are draining away the 
surplus capit il oj thv' eomitry to pbo'e;’. outsitlr India, and mainly (.ireat Britain, should 
be curtaileil arid H will cnabie Imha to ha cf o'orc ea pitab In the u]tlnll task of the 
Jndiaii insiiraiice ev>!jij>aiues, they have not been al>lt! !»> obtain l/ltHJi of the wdiolc 
business in the course of ten years, when in countries liln? Japan, which are self- 
governed, they developed their in.surama' and other enduhtnes ineludmg banking in 
the course of 20 years eoiopleteiy, and in the course of another 20 years they were 
not only able to control in their own country all the service.'^ rnciitjoned above, but 
they arc now offering their services to foreign countries and have even come to India, 
though, really speaking, they began long after India began to reform her trade and 
industries. 

These harulicapa retard greatly the progrcfts of Indian general inBurance cfunpanics, 
although during the last 10 years, they have accumulated iicaily three croren of rupees 
in assets, including their paid-up eapital, which are mainly invested in Government 
paj^er. 

I may mention here from my personal expt ricncc that Oi^c British ( x< l>ange bank 
at least had the candour to say^ that an Indian hiBui a ij(» coir.panv being a “ Bupee ” 
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oompany incorporatwl in India cannot be classed under the definition of British insur- 
ance corn panies, and so where a stipulation is made for getting British insurance com- 
panies' policies, the policies of an Indian insurance company cannot 1x3 accepted, 
i beg to quote fclie lett'Cr of enquiry and the reply of the bank : 

Letter of enquiry. 

** One of our clients refers to us whether you will ac<‘ept our policies, if the letter of 
credit stipulates that insurance is to U' done hj- the shippers in first class British or 
American corn panics. As our company is inc-orporalcd in India, whidi is a part of the 
British Empire, 1 have informed our client that our conijuiny is a liritish company and 
I am requesting you to let m(3 know if you will accept our polic'ies and negotiate the 
tioournents under the letter of credit terms rcfcrre<i to liert in. Your early jejily will 
oblige.” 

Letter of reply. 

” In reply to your letter of date in cases where credits are opened tltrough us stipulating 
that insurance is to bo elTctded through ‘Llovds ’ or equal ihitish insurance ('Oinpany, 
w© regret w'O would not be able to ac<'<'pt your policies, as Ix-ing a rupee company incor- 
porated in India, w'c are of th(' opinion tluit such clocunuuits would not fulfil the condi- 
tions laid down by the letter of credit,” 

From this it will he seen that foreign ('^fehange haTiks doing husiness in this c<tuntry 
nre aliowUHl to continue to do l>uwinc,ss even whf i; they jwevent he el comj,aiii< s doing 
jno8t useful w'ork from doing tlieir busineSH, thus opposing Indian ijdci't sts dclilx raiely. 

This i« a very importatd point to which the Banking Enquiry ('oinmiitce should give 
their prcqjcr and most serious coiisideration. 

Th© paid-up capital of the gem ral Indian insurarux* companies to-da\ is Ks. ldllM^3,085 
sand the total assets of tlusc exunpanies come to Bs. 2,V)4,0(bti(>(i. 8o far as Indian life 
inaurance (MUiipanics are concerned, these have dom‘ remarkably ued during the Iasi 
lOyeara. According to the rt port of the < lovcriiment of India Aut nary on Mie working of 
the Indian life iusuranoe eompanice up to the end of 1}»27 the total invest nicnts of Indian 
life ineuranco companies amotiufed t.t» Its. 17,7*5,04,51)2. Over 50 pier i*ent . of this amount 
is invested in Government, paiscr. The remarkable development in life ins!ir.:.nce has 
been of recent origin, ^riiere are still a number of forcigji conipnni< s uho are 
competing. If iTidia had restrictive legisjation favouraI>h' to* JochI insnram e ( ompanies, 
there can be no doubt that much more monov wouhl ilow into the hands of these 
oompatiies which in th(3ir turn will not only ermliic Intiia to retain al! this money in this 
country, but also such moneys w ould l)e availal/lt' for investments in ( iovt nuricr.t j.aqau'. 

It is not that liidia lacks in the culuire that ia required to cont rol al! ( lu sc> st-j vices, hut 
it is the vested interests that have deliberately jireven ted India from keeping their own 
wealth in their owm country. 

I have developed this point with a view that the surphis wt ultli that is created in India 
may bo allowed to remain in the country' and is not dilowc«l to l>c drninrd aw'ay w hich, 
to me, is the principal question that desi.Tves th.e utmost con. uk ration this (’oinmdtee. 
If one© the w’ealth is managed to be gircservcxl in this <^to.Hit ry, for the develoimu nt of 
her resources, it multiply itself in a short time and methods of baiiking will not be 
found wanting to bo organized. OovcrnmeiiEs borrowhiigs, ca^iital comuiitiucivLs, gold 
movements, Governnient finances, public debts, the tariff policy , expau.sion of induBtries 
like shipping w'hich originally existed in India but wdiich has now iKcn completely wi£)ed 
^ Mr. Laiji Naranjl 
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o€ and snich othes iubjects not l>oing ander thd control of tho people of tliia country, the 
consideration of banking organization is a mere farce. 

Oral Evidence. 

9211. The. Chairman : Mr. Lalji, you are a mill agent t — Yes. 

9212. You are also interested in insurance business ? — Ye^s. 

9213. Are you the managing agent of the Jupiter General Insurance Company, 
ItimitcKl ? — Yes. 

9214. You are also doing cotton business ? — Yes. * 

9215. Are 3 "ou coimected with any other business ? — I am ehielly interested in the mill 
industr5\ 

9216. Are you interested in the Jam Mill in Simla pur ? — Yes ; lam also interested 
in the mill at Jalgaon in Khaiulcah. 

0217. As regards the mill in Sholapur can you give ns some infonnation as to how the 
production of cloth is financed from the time it leavers the mill luitil it goes to petty 
merchants ? — Yes. 

9218. Do you sell it to wholesale nierchant.s of Sholapur ? — Yes, 

9219. Have you a guarantee broker? — No. 

9220. Do the wholesale merchants pay you at once ? — Generally they jmy us at once 
except in circumstances like the present. 

9221. Do you give them credit ? — Yes, I have to gi^xj them a very big crcxlit. 

9222. For how long ? — For three or four mont hs. 

9223. Do the whole.sah^ merchants give credit to mofusMl merclmnts ? — Yes. 

9224. Who arranges about finance for you ? — W’e have arrarigixl oui*sclves so far aa 
our manufacturing products are concerned. W^e get our money from the wholesale 
Baercliants generally except in circumstances like the present. 

9225. But for two or tlireo months you have to fiml additional finance ? — Yf*s. 

9226. Do you get help in any way from any of the banks ? — They give money on 
their own terms. 

9227. During all these stages is any advance given by any bank on the seeurity of 
goods kept in its warehouse ? — Yes, the Impi^rial Bank does it at Sholapur, 

0228. Between the wholesale merchant and the siiiall trader how is the 
arranged ? — No credit is allowed by any bank. If the goods are in the possession of 
banks they will advance money. KeaU 3 ' H|M3aking, in distribution there is no help. 

9220. Between the wlndesale merchant and the .small tra/ler how is the finance 
arranged ? — The wholesale merchant gives him credit. 

9230. He has to give credit ? — Y'es. 

9231. And if the wholesale merchant cannot find money, he cannot give a large 
credit ? — Partly he has to raise money himself. 

9232. How does he do it ? — Ho does raise moiiej^ from shroffs or from his own 
capital. 

9233. Does he get moncy^ from banks ?— No ; there very few instances, because 
they do not advance on knvdis. 

9234. W^hen goods a,re despatched by railway, is any finance available on the security 
of the railway receipts ? — No. 

MV ¥ 83 — Ob 
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9235. Do you think that a system of warehousing in different parts p{ the presideney 
will be useful to raise money T — Yes ; but people are not accustomed to this system of 
warehouses. 

9236. What is the function of a guarantee broker ? — He guarantees the fulfilment 
of the contract by the buyer, but he is not responsible to carry out the contract so far 
as the delivery of it is concerned. If there is any loss he will make good the loss. 

9237. If you give credit for throe or four months, as regards the payment of the pricc^ 
is he I'csponHible ? — Yes. We give it on the credit of the giittrantee broker. He arranges 
with retail merchants al>out li nance, 

9238. You probably fix a limit for each merchant ? — Yes. 

9230. Is there any limit fixed for a guarantee f^hroJJ ? — He deposits with tm a certain 
amount in cash, but this sum is very small. He will at most deposit with us Rs. 50,000. 

9240. To what extent will you give him credit 7—Four times the amount he has 
deposited. Uiik^sa we give credit it is very difficult for our goods to rotate, 

9241- You know that tlic Indian Merchants' Ohamber has put before us a proposal 
that some rocognised shroff, s should be apj)ointcd as agents of tlio Imperial Bank 
of India on their giving security. I wonder if one can make any comparison between 
the system of your guarantee shroffs and tin*. S 3 ^sicm of the shroffs proposed by 
them ?---Except tliat finance will be flowing freely for those shroffs appointed as agents 
of the IiTifK^rial Bank, ii» all otlier respects Ihej^ are the same. 

9242. In your case with a guarantee of Ks. 50,090 }»laced in ciish, you allow them credit 

worth Rs. 2,00,00(h 1 want to know whether a similar thing could be done in tlie case 

of timso shroffs whom it is j>r(>posed to he appointed as agents (»f the Imperial Bank V — The 
shroffs cannot do financing at the risk of the Bank. They can do it at their own risk. 
The only thing will be that the Bank will finance them up to a certaiji (‘xtcrit. Of course 
it will be a great relief. 

9243, As regards the qimstion of insurance, your contention is that the money w hich 
is raised by insurance should as far as possible be utilize d in the country in which it is 
raised ? — Yea ; it should at least be utilized for public purj^oees. 

9244, Do any of the insuranec* companies help industry" or trade ? — No ; not at present. 
Only lately I heard that after a big crisis, in tlic New York Block Exchange the Insurance 
Superintendent of New York convened an informal meeting in America of insurance 
officials to allow the insurance companies to invest in selected stock exchange securities. 
This is the first time 1 have heard about this news ; usualij^ invest in Government 
securities and senii-Ooveniment bonds. 

9245. Why do jxmple prefer to go mainly to non-Indian firms in preference to Indian 
firms ? — No insurance company can work without the full co-opt?ration and confidence 
of banks. In any country’' you will find that insurance companies have never prospered 
without the complete assistance from banks. In this country, of course, nobody can 
deny that there are two interest's and those two interests are frying to come nearer and 
nearer every da\' but until ihoy will Iwcome one, there will always be complaints by 
persons like myself and the complaint is that there are two interests. The exchange 
banks ar© und<^r the control of non-Indians. The Indian insurance companies felt the 
difficulty even with the Imperial Bank of India, for the first eight years. It is a matter 
of credit no doubt. Nobody can force them by law to help us, but there must be mutual 
confidence. If you look to insti ranee compames of other countries you will find that 

Mr. Lalji NamnjL 
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they have proapefed in a period of t-cn years considerably because all the help is given 
by their own banks. Even if they work in foreign countries their banks in those countries 
help them. 

9246. What kind of help do you expect from these banks ? You refer to one thing 
that they can take your policies as security 1 — 1 say that if banks wei*e to look into the 
reinsurance arrangements,, the working of insurance companies and their investment 
and come to a decision that they can allow any amount, tlien they must romplt'tcly assist 
tis. In the case of the ImjK’rial Bank our own <iithculty was in the lirst few years to 
convince them but nt3w they are prepared to accept {w>hcics ti> any exUuit of my 
company. My point is that, provided the insurance conij>anies are prepannl to give 
to banks all the infv)rination that they require, the banks shoukl not hesitate to assist 
them. What they now say is tlin^ they wouhl not bt* able to ae(x*pt an Indian company’s 
policies because they are rupee cotr panics incorporatedin India and that such documents 
would not fultil the conditions laid do5vn by the letter of credit. It is an insult to injury 
that Indian insurance companies should bo treated like this in India by those who 
jU’osjHT by Indian business. 

9247. ilo tlu^y refuse altogether your policies or do they accept your poIieicH up to 
a certain c?xtent ? — They accept our policies up to a c 'rtain extent. What 1 say i» that, 
if ail insurance company is able to satisfy the liank, t!ie bank should give complete fissist- 
«nce it. The InifSTial Bank, in our 05vii case, is prepared now to ai’cept jmlicies to any 
extent, but w'o felt some diHiculty in the beginning to get assistance from theni until 
we satisflled them. The Imperial liank is the Bank on which other banks should de|Kmd 
because when necessary the other banks are tinanced by it. If the Imperial Bank is 
satisfuMl or if there is any organization wdiich (Jovernment might set upas the insurance 
boards in otlier countries, and helps the Indian insurainx^ companies to enable them to 
undertivJce business, more wealth in the country will Ixi createtl. Tliero is great room, 
therefore, for the progress of insurance companies. In Jajian, for instance, fire insuraiK.-e 
by foreign and .lapanese concerns in many recent typical years is con^pand in l,tX)0 yen 
as follows. This shows how Japanese companies are proHjxu’ing — 



Foreign, 

J ajianesc. 

BUS 

.. 2,594,204 

5,700,896 

1920 

;hOS9,571 

12,020,999 

1924 

.. 2,112,011 

15,727,450 

1920 

.. 1,850,251 

17,922,0.86 

1927 

.. 1,704,912 

19,560,926 


Thus you 5viH see that in IbbS it was yen whereas in 1927 it has gone up to 

I9,5f>6,y2b yen. This is the progress made by .lapan in the course of ten years. 

9248. Is this increase due to the fact that the Japanese Government assist indigenous 
insurance ? — There are other causes al»o. If their ow n countrj^ were not to accept their 
own policies, I am sure the foreigners w ill never accept tliem. In Japan it encourages 
them first, but here in India the difticulty is that l>aiik» w'ould do business in India 
upon Indian insurance but for several reasons they do not accept freely the policies as they 
ought to. If they help us afUT making a tliorough enquirj^ and btung satisfied, it will 
be in the interest of the country ami in the interest of banking on the whole. It is neces- 
sary that insurance coinpanieH in this direction irniHt ho. assisted. You will see that Indian 
insurance companies have paid the highest amount of losses in 1927-28. The Karachi 
correspondent of the Times makes the following remarks : ‘‘ The insurance claims arising 
from the disastrous cotton conilagrati<ui last April have now been completely settled 
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and tlniB the fears that were at t^e outset were enter tamed about the feasibility of Indiao 
companies meeting such a large amount have been falsified. Immediately the Bombay 
insurance companies received intimation of the fire, they deputed Mr. C.P. Mehta who 
arrived here on April &th. A committee consisting of Messrs. C.P. Mehta, G. Gut, A.P. 
Barlow and J. Boss was appointed to survey and assess the losses. Their survey reports 
were published about three weeks ago and immediately after receipt of these reports the 
insurance companies ha ve since paid up the claims ”, The Indian insurance companies 
paid to the extent of Rs. 28, 00, (KK) being the assessed amount of losses whereas the non- 
In^i^ companies paid to the extent of Rs. 13,00,000 Inking the assessed amount of losses. 
It will l>e seen, therefore, that the greater portion of the claim was paid by Indian 
insurance companies. 

9240. Have any Indian insurance companies faile<l in recent time 1 — They have 
carried out their obligati(3n8 fully and they have paid losses reguUirly. 

9260. Speaking about restrictive legislation, what is the sort of restrictive legislatrion 
you are referring to ? — I say that the Indian insurance companies should have prefcrenc# 
in this country. 

9261. And the foreign oompanie.s should be asked to go ? — No. Insurance is such 
a business that you cannot do it without other companies. 1 mean restriction in this 
sense that Indian insurance comj>anic8’ policies should he given pyeference by banks, 

9262. Tliis will depend upon the Iwinks themselves as you just now said that you 
cannot force any bank to do so ? — I mean the business that is iiow commanded by the 
Improverment Trust, the Port Trust and such otlior local bodies which are financed by 
the public, should bo made to give prefeTcnce to Indian insurance companies. 

9263. S|Hmking abmit the collection of land revenue you say : “ Government 
used to employ treasury officers in such villages, men of responsibility anti standing.’’ 
In olden times were the shroffs themselves the collectors of land revenue ? — Yes ; 
I say that the agency of shroffs to collect land revenue would be much better and 
inexpensive than at prt'Sent. 

9264. And they can utiUze the money before creditijig it into the Government 
ti’oasury ? — No; now-a-days there are all sorts of quick transjiortation devices and 
the shroffs can certainly by such moans ask for any credit. At present what happens 
is that if I wanted money in Ner, I have to go to Jalgaon. 

9265. In the ialuka headquarters you want some maeluncry connecting it with 
Jalgaon ? — Y^es, 

9256. Can you suggest any machinery ? — Y"ou can appoint shroffs as agents for 
this purpose. 

9267. You say that the quantity of India’s agricultural products is ever increasing 
and the surplus is being used for developing the resources in India. It is a good thing, 
is it not ?— Y’es. What I mean is that under the pretext of increasing the resources of 
India, the money is spent in such a w’uy that it does not create any wealth. Though it 
is said that it is spent for increasing the resourc^es of India, it is not actually done so. 

9258. Professor Kate : In the second paragraph of your statement you are trying to 

point out that the consumption of gold in India per head is not very large ?> — Yes. 

* 

9259, Last year it came to about 20 crores, and the year before it w as 18 crores. 
Y^our contention is that though gold has to be the fouiidation of turrcncy aj\d bankings 
India cbx^s not take more than what is absolutely necessary for her ?— Y^es. 

Mr.Loiff Kanifiji- 
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' 9260. Yoti want to point o^it that some gold is being utiliased for jewellery, etc. ?— * 
Yes. 

9261. Bo you think that it is possible to educate the people into using some of this 
gold for banking purposes ? — -It is possible, no doubt. As education advances, they 
are bouml to preserve the resources for banking purposes. 

9262. But even as it is, you think the consumption of gold is not extravagant ?— * 
Yes. 

9263. The remarks that you make about exchange banks, x^'ith regard to insurance 
cornpanies, I take it, do not apply to life insurance ?— No ; they apply only for fire 
and marine insurance. 

9264. Do you think that there is satisfactory progress in life insurance ? — Ye*. 

9265. Have you any suggestions to make with regard to any encouragement that 
may be necessary for the ex[)ansion of life insurance, or do you tliiiik that it is going on 
all riglit as it is ? — I think the progress of life insurance is salisfat tory. Ti)e life insurance 
business is going on very well. Peoiile are now learning the desirability of insuring their 
Jives. 

9260, Have you any suggcBlions to make with regard to any facility that may be 
given, for instance, for investment of their funds and so on No, 

9267. With regard to indigenous banking, do you not think that as the whole worl^i 
is changing and the whole economic machinery is also changing, the indigenous banking 
has also to adjust itself to changing conditioiis Yes. 

9268. And if tlic Imperial Bank of India or the Reserve Bank of India, whichever the 
Central Bank of India may be, assists indigenous banking and if tlie indigenous banking 
also progresses, will it be possible to link up the two together 7 — This is all hypothetical. 
I do not know wiuit improvement there will be. It all depends upon the exact nature of 
the proposition that vill come before us. It i.s very diflicult to express an opinion at 
present. 

9269. The problem is this ; we have the indigenous banking which, as you point 
out, has a long history of very gootl work and- it has spread its net work over the whole 
Country. Then we have the modern type of banking represented by a Central Kefierve 
Bank or t}je Im}>erial Bank and the joint stock banks. Now the question is how to fit 
indigenous banking into this modern development of banking. This is the big problem 
that confronts us in this country. Have yofu any RUggestions to make in this regard ?— 
With the more faith of the shroff v,ith the Imperial Bank or the C'cntral Reserve Bank, 
whatever it may l>e, and the more confidence they get of the Bank, the shroffs will bo 
able to do more business at a very cheap rate which the Imperial Bank cannot do. Ycm 
must have seen the notice of Bimeox. 1 have personally discussed with him. It is not 
the only note which he has written. When the Banking Enquiry Committee w as ajipoint- 
ed, I suggested to the Bombay Government to print his notes which may give you an 
idea as to how important the part which a sowcar plays in financing the ryots in the best 
way. All assistance must be given to a sowcar so that bo w ill be more useful to tho 
country rather than creating branches of the Imperial Bank. I will give you one 
instance — it was rather very amazing — which took place nearly 16 or 18 j^ars back 
when the Imperial Bank opened its branch at Jalgaon. At that time Mr, BiracoX 
was the Collector and I used to go to ,Ja%aon twice a month, I found one village 
shroff bringing some riipeos to the Bank which were supposed to be hoarded. The 
inattcr was at once reported to Government. Tins one im ident, T think, prevenUd 
Jjeople from going to the Im|X‘rial Bank. 
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f>270. Certftiji suggestions have been made to us that if the Imperial Bank of India 
or the Government gives certain facilities to indigenous bankers they might come into 
line wita modern banking. l>o you agree with this suggestions? — Yes. I will give 
you an instance. Takiiig the hnndi system here, for example, I say the Imperial Bank 
themselves cannot do anything. They are financing the shroffs who are financing 
aetually t)eopi© who woiiit to utiiiy.e money in Bombay. 

9271. Here it is alright but in the district places where you have the old type of 
shroffs they arc not in contact whth the Imperial Bank and tlie question is how' to bring 
alx)ut such a contact ? — If the Imperial Bank has bcuia sahtbs they can never come into 
touch with the shroffs in district jhaces. 

9272. Do you mean to say that if the ^vorking of the Imperial Bank is simplified, 
it will he poseible for the bank authorities to come into touch with the shroffs ? — • 
Yes. 

9273. Your statement seems to suggest that unless radical changes are made in the 
outlook of the Government of India me re patcJiing here and there w ill not bring about 
the results that you want; but, in tlie meanwhile, do you not think that even in district 
banking or branch banking progressive steps have lo be taken before the goal that we 
have in view' is atUiincd ? — -irnless we know the nature of the progressive steps you have 
in mind, it is very difiicult to answer this question. 

9274. The question that w'ti are just now discussing, t/z., the Imperial Bank coming 
into contact with shroffs ? — if it is pointed out by which ste|) they can come into very 
easy contact with shroffs^ it will la? desiralile. 

9275. ilfr. Desai : In their atatement by the Imperial Bank of India before the 
Curnmey Commission Ib'port, Vo). 2, page 21, it is admitBai b;y the Imperial Bank that 
they have not discounted the hundis up to the Uinii fixed by legislation ?- Yes. 

9276. Will you give your rcaHous w'hy the Trxqx'rial liauk w as not in a })osition to dis- 
count the full amount ? — Because they are not in contact w iih those people who are in 
need of money. This is, I think, the chief reason. The machinery of tlie Imperial Bank 
or the progress of the Imperial Bank has killed the small shroffs in villages and thereby 
these small shrtffs are even dej)rived of the most necessary services that a ])rodueer will 
require to finance his cnjps. This is my view'. 

0277. That is your view' regarding the treatment ax conlod t») shroffs in the cities ?— 
They have the limits for shroffs to accept their hundis. The difiicultics arc w ith those 
who are in charge of the Imperial Bank thcmselx es w ho come from Madras or Bombay ; 
and it itt^kes nearly 2 or 3 or 5 years to l)e familiar w ith all the shroffs outside. It is very 
difficult to know the position of a shroff at Qjic.e, TJie manager of the Imperial Bank 
comoe into contact not directly but througli his assistants. GnleSvS he becomes familiar 
with them, it is very difficult for him to know the shroffs' position. 

9278. And the rate of interest also is increased by them ? — No ; the rate of interest 
is gujded by Government and not by them. They are quite helpless. 

9279. • I put it brdore you that if the rate of interest for discounting Is 7^ per cent. 
2 per cent, to the endorser ami J per cent, in the w'orking of the capital w hich in all comes 
to 10 per cent., is possible to earn something after deducting 10 per cent interest ? — 
Y"ou can never make any profit if this is done^at this stage. These are abnormal times. 

9280. You have suggested one means to preserve the wealth of the country, t.e., by 
insurance ? — Yes, itj which 1 am interested. 

Mr, Lolji Naravfi, 
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0281* Afi 4 leading merchant, can yon snggest any other means of adding to the 
wealth of the <M)untry T — As our Chamber, I think, has already suggested some means, 
I have not gone mto this tjuestion* 

9282. Mr. Kamat : 8j>eaking about the foreign exchange banks, probably you may 
be aware that in the Japanese banking system if the foreign exchange banks have to 
begin operations in Japan, they have to apply to the Finance Member of Japan and have 
to deposit a certain sum- of money with the .lapanese Government. Also the Finance 
Meml>er of Japan can, if he likes, put certain restrictions so that foreign exchange 
banks eatinot injure Japan's interests. l>o ^-ou think that a similar system here is 
desirable ? — Yes ; that is what I have stated in my statement. 

9283. If the. present Law does not enable the Government to do any such thing, you 
would rather advocate that legislatiorii sliould empower the Government to deal with 

* exchange banks in the manner desired to give assistance ? — Yes. These exchange 
banks do not accept our policies and say tliat ours are a rupee concern and arc incorpo- 
raic*d in India and all that. These things are toleratt d in this country’ alone. 

9284. Speaking about insurance for the poorer classes, viz.^ the agricultural classes 
of the country, could you advocate that the limit of policies now' in vogue should Iki 
lowered .so tliat it should bo w ithin the reach of a. poor man ? -Wc do not issue policies of 
Ks. 250, but I think other companies issue policies of Ks. 250. 

9285. Do you think that it is poBsil>lf' with that limit to introduce life insurance 
policies in the rural areas to a very large extent so that peoples can save their money 
and put it in insurance policies ? — Yes. 

9280. The Chairman : Are there many insurance com panics issuing policies of 
Ks. 250 ?— There are very few such insurance comj)anieB. The Industrial and Prudential 
Insurance Co., Ltd., is one amongst them. 

9287. Ha.s this company brandies in the districts, or is it confined oril}^ to the labour 
population in the city ? — It is confined only to the labour population in the city. 

0288. But if there is propaganda, would it I>o possible to introduce insurance in 
villages Yes, 

0280. Mr. Kamat : Speaking about shroff yon have admitted that a certain amount 
of diange in them under modern conditions is neccHsary. Would you gt) further and say 
in w'hat direction this change could Ih* brought about 1? — The changt? w’ill be in getting 
themselves liquid capital and g<*tting tlieir security properly secured. 

9200. Would you ask the shroffs to publish every half year or every j^eara statement 
of their assets and liabilities or anything of this sort ? — No ; 1 would not go to the extent 
of enforcing the change that woli endanger their safety also. After all, the shroff himsGlt 
may have employed all his liquid capital on his clients. And if a balance sheet is put 
before a banker, he will certainly withhold giving him any support. If you make it 
compulsory to publish his balance sheet, it w ill be a great hardship for him. They would 
even hesitate to produce their balance shceta before an income-tax officer. 

0291. But if the Imperial Bank or any other baiffis have to recognise shroffs, it is 
necessary that they should be able to inspire confidence and if they publish their balance 
sheets, not only can they inspire confidence in the Indian mercantile community but also 
even amongst the Euro|>ean mercantile community. However, you are not prepared to 
go so far as that ? — No ; It will take another 25 years when this can be done, but it 
will ivyX be so easy to induce the shroffs to publiah their statement. 
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9292. Bo yoa not think that thoir failure to publish their statemente is a stumbling 
block in the way of their getting more facilities from these banks ? — One of the reasons 
put forward is that because they do not publish their balance sheets, the Imperial Bank 
bositatos to finance them to a largo extent; but if you will look at their failures in the 
past, there will be very few failures of fihrqffs. They always help one another If you 
insist that their balance sheets should be produced before the Imperial Bank, I do not 
think that in that case they wifi able to do business. 

9293. With reference to the proposal of the Indian Merchants’ Chamber that these 
shroffs should be recognised as the Imperial Bank’s agents in the nwfussil, even if they 
are recognised as such, you would not insist that their balance sheets should be j)ubli8bed ? 
— ^No, there should not be such a condition. 

9294. Mr, Ohikodi : We were told that the private interest cf a shroff agent would 
come inbo conflict with tlie bank's interest, if he is allowed to do business of his own 
accord. What is your view ? — I do not think that a shroff should be a trading man. 
He should be a shroff alone. 

9295. He might do banking business on his account ? — If he is a trading man and 
a banker, I think, I should make a dtsiinction. I do not think that there will l>e any 
conflict of his private interest with the bank’s interest if ho docs banking business on 
his own account. 

9296. A view was expressed here that if he got facilities from the Imperial Bank, ho 
might sptjculate with the Bank’s money ? — If ho sjxsculates then he becomes a trader. 

9297. How would you prevent it ? — We can distinguish whtdher he is a trader or he 
is doing shroffi business. 

9298. Mr. Buckley : How did you arrive at your conclusion that llussia has been 
able to add to their wealth every year during the last ten years ? You do not give any 
figures. I can undersiaiid you when you speak about America ? — 1 have no support 
to this information. I have no authority, but 1 have read somewhere that Russia’s 
resources have been added. 

9299. Coming to the question of insurance and exchange banks, is there not here 
an association of insurance companies ? — Yes, there is an association of insurance 
companies, 

9300. Have you made any representation to the exchange banks on this subject 7 — 
We have individually made representations. 

9301. You said that there should bt^ mutual trust but that may bo of very slow 
growth. It may take a considerable time for the mutual trust to grow' 7 — No ; 
it should be a nearer day. You can create a mutual trust if you have a mind to do it. 

9302. That is why I asked whether you have made any approaches from your 
insurance Association ? — We have individually mode approaches. I approached the 
Bombay Chamber of Commerce and they desired that 1 should address them a letter 
and that they would consider it. • 

9303. That might prove to be a good line to advance ? — Yee ; but, what I wanted to 

bring to the notice of this Committee is that, if they are going to consider the 
provincial banking, they must also look to the resources or wealth in this country and 
if anybody prevents Jhe resources from being collected in India, such an obstacle may 
be removed and it may be in the province of this Committee to make such 
a recommendation. I will toko your suggestion in a collective way to the Exchange 
Banking Associatihn. ^ 

Mr. JUdji Muranju 
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d304. Honi^ (M yoa get the figare of 20 crores T — It is only an estimate* 

' 0305. Do you think that it is accurate ? — ^Yes. You are aware that last year there 
was a bill before the Assembly about the collection of statistics of insurance premia and 
from now you will be able to obtain more exact information. 

9306. ifr. V. L. Mehta : Has the insurance c<>mpany that you are connected with 
any business out of this country ? — We have business in America, 

9307. Do you work under any restrictions ? — We have to submit to their laws. 

9308. If foreign insurance companies do business in India for life assurance or for 

general insurance, have they to submit to any similar restrictions here ?— There is no 
sDch law in this country. * 

9309. At present you work under certain restrictions in foreign countries and foreign 
companies work here without any restriction, is that the position ? — Yes, 

9310. You said that at present there is practically no restriction about the manner 
in which you can spread out your investments ? — But for the sake of our own credit 
and our policies being accepted and to create contidence with the bankers we have to 
keep gilt-edged securities as far as possible. 

9311. You might have heard about the proposal to start mortgage banks. Do you 
think the del)entaros of these banks would rank amongst the gilt-edged securities for 
which insurance companies could go in ? — This depends upon the guarantee offered 
to people. 

9312. Suppose Government offers a guarantee, will there Ix' then any difficulty ? — No, 

9313. Then about warehousing, I think you were mainly referring to the warehouses 
in Bombay and upcountry places for manufactured articles ? — And for agricultural 
products also. 

9314. Do you think that there would be demands for facilities like that for 
commodity like cotton ? — Yes, there may be. 

9315. Tliere has been a feeling which has been given expression to by some witnesseo 
that for foreign piece-goods the warehousing arrangements are satisfactory whereas 
the warehousing arrangements are not satisfactory in the case of locuil manufactured 
articles. Is this also your experience - Yes ; but this is not the fault of any one except 
those who complain. If they want to w'arehouse their articles, the banks will be 
willing to do. 

9316. This means that there must be some combined effort on the part of the piece- 
goods merchants ? — Yes. 

9317. In the remittance of your funds about which you said you had some difficulties 
when you have to send out mouthy for purchase of cotton, do you not take advantage of 
the treasury by means of supply bills ? — This is all done by the Imperial Bank of India 
and their charges are very high. 

9318. As regards the suggestion regarding a Bhroffhemg apj>ointed as the agent of the 
Imperial Bank of India, you said in reply to the Chairman that he would be resppnsible 
for the financing that he undertakes, but would you like this individual to function as 
a general ag^nt for all kinds of business which the Imperial Bank would transact f-— 
He will be the sole man to repay to the Bank. 

(The witness withdrew.) 

no Y 83-~.'>9 
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THE BOHBAY ITATIVE PIECEGOODS HERCHAlfTS* ASSOCIATIOII. 
Replies to the QuestiMiniure. 

SECTION I. 

QinssnON l.~^Agrioultumts generally obtain financial facility from scnpcars or money- 
lenderB for expenscR in connection with cultivation and buying of seeds at a high rate 
of interest. In the latter part of the year even for household expenditure a cultivator 
has to depend on his money-lender. 

Generally, the rate of interest to agriculturists averages between 9 per cent, and 12* 
per cent, per annum. Loans are generally given for one year, sometimes on standing 
crops or on credit. To small agriculturists even co-operative societies charge 12 per 
cent, interest. In this country, great need exists for obtaining credit by small culti- 
vators and industrialists at cheap rate of interest. 12 per cent, is a very high rate, but 
when Government borrows at 5 per cent, and local bodies have to pay about 6 per cent., 
it is impossible to expect poor illiterate people to get money at less than 9 to 12 per cent. 
Under these circumstances, Government should try to bring down the rate of interest 
of their own borrowings by minimising to a considerable extent or by strictly reducing 
expenditure on public works, railw^ays, etc., etc. 

Before War, Government borrowings were much smaller than during and after the 
War. 

The part played by Government in the sphere of agricultural finance is that Govern- 
ment dues are collected just at the time when the crt>pB are about to be ready, which 
tells heavily on the j>oor agriculturists and as a result they have to dispose of their pro- 
duce at considerably reduced rates. The Imperial Bank and the joint stock banks help 
big merchants in towns where they have got their own branches, but in small places and 
villages, f/oirntrs or money-lenders play an important part and are in fact small banks 
by themselves with the result that small agriculturists and industrialists are consider- 
ably helped in their financial requirements by them. The co-operative banks charge 
high interest to co-operative stKueties which charge a still higher rate to its members. 
AH this is generally due, as stated above, to Government borrowing money at a very high 
rate of interest. How high the average rate in this country is will Ix) illustrated by 
the fact that the average bank rate of the Imperial Bank for the whole year comes to 
little more than 6 per cent, generally. Even big merchants and industrialists have to 
pay at least about 6} to 7 per cent, per annum for a loan for 12 months and also 
Co-operative banks obtain financial help at about the above stated rate, viz., to 
7 per cent. Unless the rate of Government borrowing is reduced, little can be done by 
way of help to small agriculturists and industrialists. 

It is very difficult to give an estimate of the total amount of capital required in district 
or in provincial towms. It is possible to get figures showing the amount of advances 
by the Imperial Bank, exchange banks and joint stock banks. There is no co-ordina- 
tion amongst the various credit agencies and Government and there is a necessity for 
a proper oo-ordinating organisation being brought into existence. 

QuibSTION 2, — A cultivator is not able to sell his produce in the place where it is grown. 
He has to take it to^a market near by, where, he thinks, he can get a better price for his 
goods within a radius of about thirty miles and sells it to either a middleman or foreign 
exporter or to a sofccof or money-lender, if he has raised money from him. For 
financing of produets at the time of the marketing, the local middleman who buys the 

The iBofUlmjf Native Piecegoods Ji^erchafUe^ Association^ 
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{>rodiioe is geaei^lly a aowcar or a man who has got credit from the aowcar or the foreign 
operator who gets cash from principal towns or througlt banks. 

In my opinion, if efforts are made by Gorernment it is possible to form pools or co- 
operative societies for marketing prodnoe, if advantages are pointed out to small pro- 
dncsers by formation of such institutions cither by Government or local bodies or by 
producers generally with the help and guidance of Government officials of the place. 
There is a special difference in credit facilities lietweeii internal trade and foreign trade. 
The internal trade is wholly financed by local money-lenders or ^vcar^f and the external 
trade is financed wholly by the Imperial Bank and exchange banks. 

In upcountry places, merchants, notvcars and money-lenders play an important part 
and banks do nothing there. 

Banks, big merchants and bankers and dealers play an important part in marketing 
produce in large cities. 

The existing facilities available to the public are through the head office of the lm|>crial 
and joint stock banks or through their branches or by kinidis through local shroff^s. 

In my opinion, the duty on bills should be abolished or reduced by stages and ulti- 
mately abolished. 

The classes of kvndis in Bombay Presidency arc known as dnrsmni kundi jjayaMc at 
sight or mvdati hundi payable from one month upto a year from the date »»f its issue 
according to the arrangement made at the time of drawing money. 

Hundds are discounted generally by local merchnnts or commission agents. 

The instrument pointing out the ownership of goods is generally a railway receipt or 
taking over possession of goods against money lent. People generally <lo jiot know' the 
advantages of utilising licensed warehouses. Wc do not thij\k there is a great need for 
such facility. 

Question 4. — There are few land mortgage honks or agrieultura) hanks for obtaining 
long-term credit in this Presidency, though the need for siicli is very great. 

1 suggest that Government should create some sort of organisation for advancing loans 
on a certain f)ercentagc of paid-up (Capital subscribed by local enterj>rise wuth proper safe- 
guard at a nominal rate of interest, viz.y at the same rate that they get from the Imperial 
Bank for Government funds. 

In addition to money raised by the land mort.gage banks or agricultural banks by way 
of capital and the portion of Government help, the bank may l>e able to raise additional 
funds by way of long-term deposits or debentures for a long jH'riod if Government 
give certain percentage of the paid-up capital, and consequently, there would be no need 
of Government guarantee or Government loans. For the safety of Government, it must 
be provided that they should have power to appoint at least one or two directors. 

Government should charge to land mortgage Isanks or agricultural banks and 
co-operative banks the same rate at which they arc able to borrow their owm loans from 
the public with a small addition for the costs say J per cent. Such banks can borrow from 
public as long-term deposits at about J to J per cent, more than the rate paid by Govern- 
ment for its loans. 

Such a bank should only advance on the security of a co-operative society or on mort- 
gage of property to the extent of say 75 per cent, of its market value with power to ask 
for additional security in case of a fall in the value of land. I do not consider previous 
indebtedness of agriculturists is to be taken into account, if the above-mentioned 
procedure is observed. 
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QaosTiOK 6. — rate generally charged i« 1 percent, per annum^ if not more. In 
cases whore the debtor fails to* pay the loan, a suit is filed and decree obtained. We 
consider the present state of poverty amongst agriculturists is due to sub-division of land 
rendering holdings so small that it would not pay agriculturists, however experienced 
they may be. He holds the land simply on aecount of sentimental feeling of possessing 
ancestral land. 

Qubstiok 6. — ^There is almost no subsidiary industry worth mentioning. Schools 
should be started with advantage if real efforts are to be made to raise the condition of 
agriculturists for giving lessons in cottage industries, say carjxjntry, hand 'Spinning, 
weaving, knitting, sewing, etc. Also efforts should be made to forn) societies for 
developing cottage industries, with a small capital by keeping up handiooin weaving shed, 
spinning shed, knitting factory and blacksmith shop, etc., etc., to assist cultivators to 
earn additional income during spare time. 

Marketing facilities for such enterprises would come into existence by themselves, if 
the members of the above-mentioned society have got sufficient energy. The only liel]) 
that Government should give to such a society is to give free advice in the beginning 
through its Industries Department and arrangement should be made that the head of 
the Industries Department should pay periodical visits to such institutions. 

There is no proper system in existenc/e for c’o-operation between the co-operative socie- 
ties and the Imperial Bank and other joint stock banks. 

There is no competition betw-een co-oj>erative banks and joint stock banks. We 
consider it desirable that (Government should exempt frouj income-tax and stamp 
duty genuine co-oj>erative societies, and also debentures issued by ]»n>v incial co-opera- 
tive banks, agricultural banks and industrial banks. 

SECTION II. 

Bombay nkroffs do not finance agriculturists but indirectly helji the upcountry agricul- 
turistH or money-lenders by financing and by helping to sell tlie ( oininoditit's in Bombay. 
There are a large number of shrofff^ in Bombay and the principal cities in the presidency 
who act as bahks and form a chief centre for giving financial convenience to trade and 
commerce of this presidency. A majority of these fihroffs receive financial helj) from the 
Imperial Bank and other joint stock banks by way of short-U'rm hundi at the prevailing 
bank ra4*e of interest on the security of another banker by w ay of endorsement on the 
hundi. Their expenses are very small as compared with those of any joint stock bank or 
the Imperial Bank. The relations between the indigenous banks, the Imperial Bank and 
the joint stock banks are cordial to some extent, but joint stock banks managed fairly 
by Indians do not receive sympathetic treatment from the Imperial bank to some 
extent. 

The method followed by indigenous bankers is to give facilities to indigenous merchants 
or traders by short-term hundis and a large volume of business is done through these 
facilities in Bombay, Ahmedabad and such other big places. Cash credit system does 
not prevail with the Indian bankers or shroffs to a large extent. On the contrary, these 
shroffs or bankers receive loans from rich people. They receive deposits at rates vansble 
according to seasofl but generally at the bank rate. CJenerally the practice of up- 
country merchants is to got their aooommodatiou by appointing a shroff or banker as 
commission agent and draw their hundis against goods, the latter getting commission 
for the sale of 
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In upcountrjr |>iacos Bitnatod near Presidency towns and doing a considerable amount 
of business merchants have generally to pay 1 or 1 J per cent, more in interest than the 
bank rate in the Presidency towns, but in the interior small places agriculturists have to 
pay at least 2 to 3 per cent, more than the bank rate. It is possible to bring down the 
rate of interest by adopting the following measures, viz., the Jm|)erial Bank which holds 
a large sum of money of Government should be asked by Government to appoint a shroff 
or money-lender as its agent by payment of adequate remuneration after getting sufficient 
security for the funds put at his disposal at a rate of interest slightly more than the bank 
rate taking into consideration the commission and other expenses connected therewith 
and similar arrangement. By doing this, a large number of shroffs or bankers will be 
acting as branches of the Imperial Bank and thus utilise a large sum of money at 
a remunerative rate thereby giving monetary facility to agriculturists and merchants. 
As a rule, the Indian shroff or banker charges very high rate of interest which rate could 
be reduced generally by arrangement as stilted above. The Imperial Bank at present 
confines its acti\dty in financing trade, commerce and industry to Presidency towns. 
Generally, as far as and upcountry places are concerned, they have to depend on 

the sotocars who act as middlemen and they live on the high rate of interest for giving 
monetary facility in upcountry. 

KeductioTi in rate of interest moans to agriculturists or mer<’hants a great deal, because 
they form t he ba<‘kl)one of the country’s trade and commerce. If these classes prosper, 
the pros}>erit v of the whole country will be improved and trade, commerce and agriculture 
will be developed greatly. The present condition of the poor agriculturist is largely duo 
to his inability to get financial facility at a cheap rate of interest. By way of example 
it may Ix^ stated that even agrieulturists have to ]>ay about 12 i)er cent, per annum for 
getting momdary facility even from co-operative societies and from sovxars at a still 
higher rate, hut, as stated above, if the ayatem suggested is propt^rly developed, the rate 
of intercHt can 1)6 materially reduced. Also Government can see their way to assisting 
the co-operative banks by huiding money to them after providing adequate safeguards 
instead of keeping large amount of Government's funds with the Imperial Bank which 
simply helps big industries and foreign import and export trade when the real backbone 
of the country, viz., the agriculturists and merchant.^ are saddled with high rate of 
interest. The co-operative bank may be asked to arrange for lending to co-operative 
societies at a cheaper raU^ of interest than what is being done at present. 

The indigenous banker or money-lender expects to earn at least 8 or 9 per cent, inlerest 
per annum for his capital. There is no prejudice against indigenous bankers. Tlie chief 
facility that a Jaa-nker requires is disposal of his suits for recovering his dues, because it 
takes a Very long time and a tedious process of litigation. What is wanted is a commercial 
court where arrangements should be made for disposal of commercial suits and suits 
arising out of money-lending business spc^edily and at cheap cost. Legal costs are very 
heavy and it takes a long time for the disposal of a suit ordinarily of a commercial nature. 
The bankers can be made more serviceable by employing them as agents of the Imperial 
Bank, because it would be a cheap agency as compared with a very costly management of 
a branch. The accounts kept by bankers and shroffs are generally in a systematic manner, 
but they are not open to vertificaticn by customers. The indigenous bankers would 
oppose the introduction of any measure for either regulating their operation or for giving 
publicity to the same, but those people who style themselves as bankers should be com- 
pelled to file their annual balance sheets with the Begistrar which would considerably 
improve the present conditioxi. If bankers and shroffs are appointed agents of the 
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Bank in Uie mofumil it will iorm m uaef ttl net-wodk lor providing monetAry Ibci- 
lity in nlmoKt aU places ol Ute country, both big and small, according to the requiremeiitR 
of each place. Given sufficient latitude such agent or local banker would inspire confi- 
dence of indigenous bankers by giving them credit facility according to their needs. 
Those »hroffa who are agepts of the Imperial Bank should be treated as bankers by the 
CSen^al jEleserve Bank and the same credit facilities as are given to other bankers be given 
to thMXk, 

"Hie money in the hands of indigenous bankers always finds employment thronghout 
the year. No amount of money flows into provincial capital for a long or short 
period. 

Generally, the system of lending and borrowing does not require any improvement. 
The present system works well provided the bankers or shroffs can lK)rrow at a cheap 
rate from either the Imperial Bank's agents or branch. Unless this is done, cultivators 
or small industrialists cannot be helped adequately. What is wanted throughout the 
country is cheap money by those who require it for producing and marketing facility at 
cheap rate of interest. 

We think, large funds of Government which are kept in the Imperial Bank at a low 
rate of interest help to earn largo profits to the shareholders of the Imperial Bank, and 
rural people who form the backbone of the country do not get any help of getting money 
at cheap rate of interest, which fact deserves a very careful consideration. 

SECTION III. 

iNvasTMiuffT Habit akd Attraction of Capital. — The banking resources of a province 
arc through shroffs or bankers. Excepting Presidency towns, in mojussil the only institu- 
tionfl of encouraging savings are post office savings banks or postal cash certificates. 

For persons unwilling to earn interest, if six months and one year bonds are issued by 
the post office by payment of Rs. 2i for every Ks. 100 received for a six months bond 
or Rs. 4^ for a bond of Rs. 100 for one year, it will be considered as profit and 
practically the. objection of earning interest will not remain. 

The habit of the people of India to invest in silver and gold and lartd is a very old custom 
whi(*h acts as what is known in modern times as lifc^ insurance. Poor illiterate people 
believe that any saving, which they could make from their income, if invested in silver or 
gold will remain in their poaseaeion by way of ornaments which is kept always on their 
wives and children’s body without being stolen, and it becomes handy in eases of need 
for dtsposal, and again if there be saving, it can be bought again. 8o it is a very convenient 
transaction for those poor iUitorate people and also serves as life insurance for the benefit 
of one’s wife or children. In case of tnsuranoe companies, a premium paid is not generally 
available in case of need but becomes only avaUalfie after death. 

Postal cash certificates are popular to those who want to invest their savings for a long 
term. If facilities are provided, as stated above in answer to a previous qnestipii, by 
creating system of bonds payable after six raonths or one year, it will also induce large 
number of people to invest their savrags in it. 

Generally middle class people resort to savings bank facility. The interest in case of 
savings banks should be raised to which would attract more people to invest their 
savings in savings banks. It is the low rate of interest that does not attract 
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ssIHelenily p«o|il» of middle or poor olassee to toke the benefit of postei ewah oertiftcelat 
and savings banks. 

We do not consider there is any oompetitioci of Ciovernmeiii with banking institntioiis 
and banks in regard to deposits by their attractive rates on postal cash certificates and 
treasury Bills. 

In big cities, the habit of people with reference to money which comes into their hands 
by sale of produce or through any other cause is to invest funds in what is known as slack 
season period at a low rate of interest to borrowers or banks by way of short-term 
loans. 

Cienerally, the farmers invest surplus money in a prosperous year in gold and silver. 
Many people hesitated to open current accounts with a bank only on account of stamp 
duty on cheques, but since the duty on chequers is removed people resort to opening current 
accounts with the banks freely. The public, and especially the class of people who do not* 
know English, would be helpcwi considerably, if vernacular scripts are used in 
banking. 

The opening of branches by the Imperial Bank has given facility to purchasers of 
produce in niofussil places to those who carry on business in Presidency towms in 
season. 

If an attempt is made to open investment trusts and if Government help these trusts 
in their initial stages, there is every possibility of their sut ^'css by way of creating 
facility to investors generally and helping the needy people in obtaining monetary 
help. 


Sir MANMOHANDAS RAMJI, Representative of the Bombay 
Native Piecegoods Merchants’ Association. 

Oral Evidence. 

9319. The Cfuiirman : Sir Manmohandas, you are the President of the Bombay 
Native Piecegoods Merchants’ Association ? — Yes. 

9320. What is the membership of this Association ? Ts it confined to members 
belonging to Bombay city alone ? — Yes. those Indian merchants who deal in 
piecegoods. 

9321. Could you tell us how the piecegoods business is financed ? Do the merchants 
usually import through the importing firms or dirot.t ? — They import through the 
importing firms to a large extent, but many of our members have business conneotion 
with the manufa<^turers direct, and they also sell to other merchants in Bombay. 

9322. Are they wholesale merchants ? — Yes. 

9323. Have they to pay cash, or do they import goods on credit 1 — Generally the 
documents come through banks, and banks hold goods until they are required for 
delivery, and they give piece-meal delivery. 

9324. Are these kept in Port Trust warehouses ? — Yes. 

9325. As regards those who buy through importing firms, does the same system 
prevail ? — In that case the importing firm gives the delivery order ^nd sometimes when 
they have paid remittance transfer receipts through the bank, they hold the receipt 
for the goods in the Port Trust godowns, and they give delivery order ; but when they 
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not finAnood the goods, and when banks advanoe the money, the delivery order 
is given through the bank. 

93^. For vrhat period is this accommodation given by the banks Sometimes it 
exceeds twelve months and even longer. Of course, the interest goes on. 

9327. Do you think that the present financing facilities are quite adequate 1 — Yes. 

9328. When these wholesale merchants sell to retail merchants, either here or up- 
country, do they get cash, or do they sell on credit ? — If the transaction takes place 
through a commission agent in Bombay, the arrangement is that the agent pays at his 
convenience to the merchant, and he pays interest. It depends on the kind of goods ; 
sometimes three days are allowed and in some cases a week, and after that period the 
interest runs. 

9329. Is any part taken by shroffs in financing this piecegexMis business t — Those 
merchants, who want accommodation, may arrange with shroffs or banks. As far as 
the import trade is concerned generally banks finance it. 

0330. Apart from these Port Tmst warehouses, arc there any other warehouses ? — 

No. 

9331. Do you think such a system would be useful ? — For retail trade it would be 
useful. Those who want to sell by piece may take delivery of a bale and do it ; but 
that difficulty is experienced by the dealers, who deal in locally manufactured goods, 
that is, goods manufactured by mills. They have no arrangement of warehousing and 
credit os the imported goods have. 

9332. That is to say, if a piecegoods merchant wants to buy directly from a mill, he 
has to pay cash ? — He has either to pay cash and take delivery, or some merehants get 
credit also from the mills ; but it depends on the credit of the mercliantR, and they have 
to pay interest. 

9333. Are hundis largely used in any of these transactions? — Not generally; but 
when the upcountry merchants buy goods through local agents, they have hundi dealings 
with them, 

9334. Do the piecegoods merchants require any finance except for the purchase of 
goods ? — They do not require. 

0335. Coming to your statement, you say that Government should reduce the 
rat© of interest. How is that to be done ? — If they go on borrowing at 0 and 7 per 
cent., how is it pi>SBible to expect trade and commerce to get money at a lower rate ? 
Formerly, Government borrowings were very small, and they used to consider one crore 
or one and a half crores borrowings as very heavy, and Mr. Buckley will perhaps bear 
me out. But now they are borrowing up to thirty to forty erorcs, and all the borrowings 
that Government takes on a largo scale for public works and other department.s affect 
the commerce because the rate goes up. Formerly in the months of September and 
October in the rainy season the bank rate used to be three j>er cent., but now it is never 
below five per cent. It goes up and remains at the average of and per cent. That 
U the Imperial Bank rate. 

9336u Do yob not think that more money is required by Government for public 
works ?— They do require but there should be a limit. The more they borrow, the more 
the burden on the taxpayers. 

Sir Mmmohaihda* 
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9S37. Yte say that Government dues are collected just at the time when the crops 
are due to fee ready. Are not instalments fixed at such time that the crops are then 
already ready t — I cannot say authoritatively, but from what little I know, the system 
is that at the time o£ ki^t the cultivator has to either sell his crop or mortgage it and pay 
Government dues. 

9338. You know the enquiries held by the Indian Central Cotton Committee. Tn 
several districts they found that the cultivator was not compelled to sell his cotton 
because of his financial requirements ? — It may be about wealthy and rich cultivators. 

9339. They made enquiries about all ? — I am not prepared to take that statement 
as showing a general state of affairs. As far as general classes of cultivators are 

•concerned, 1 think ray statement is correct. 

9349. In your statement j^ou say : “ There is no co-onlination amongst the various 
credit agencies and Government, and there is a necessity for proper co-ordinating organi- 
sation being brought int4> existence." Have you any definite suggestion to make ? — 
If there is a sort of co-ordination amongst tlie societies and banks, it will be useful. 

9341. You say that in case of land mortgage banks, if Government contributes 
something to the paid-up share capital, there is no need of Government guaranteeing 
debentures. Do you think people would go in for debentures if there is no Government 
guarantee ? — I think there are many people who want to earn interest, and in my 
opinion Govoniment should 8ubscril>e their quota laid down by a proper enquiry, say 
about twenty per cent, of the capital, and there will still remain room for the people to 
invest. 

9342. Speaking about subsidiary industries, you say that marketing facilities for 
such enterprises will come into existence by themselves. We have l>een told that it is 
difficult to get such marketing facilities ? — If co-operative sale societies are properly 
organised, I think there is every possibility of getting marketing facilities for the small 
industrialists or industrial concerns as they have done in the initial stage in Italy. The 
producer in upcountry place does not know where to sell his goods, and if he gets credit 
to sell his goods in the best market where he can get the best price, ft is to his advantage. 
At present the middleman takes away all the profit that he is able to earn. 

9343. Speaking about the indigenous bankers, you say that a majority of shroffs 
ask for help from the Imperial Bank and the joint stock banks ? — Yes, they get credit 
from the Imperial Bank by joining together and sharing half and half. Suppose if 
I am able to raise Rs. 50,000, I take Rs. 25,000 and my partner will take Rs. 25,000. 
We both give joint signatures. 

9344. In the next paragraph you say that the indigenous bankers give facilities to 
indigenous merchants or traders by short-term hundis. We understand that most of 
the huTtdis issued are darshani hundis ? — The darshani hundis as well as three mouths 
after sight hundis are issued, but the latter are becoming rarer. 

9345. Why are they becoming rarer ? — After the War people have lost confidence in 
one another. 

9346. Do you think that the fart that the mudaii hundis have to bear a stamp comes 
in the way ? — The stamp has to be given out of somebody's pocket. If it is done away 
with, it would be better. Germany generally sells goods at six months credit. You 
cian import from Germany, if you have credit enough, on a credit of six months, and 
here the merchants buy German goods and they sell them readily in the market at 
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a aimftU profit imd do anotller biodnefis and altor »ix months they pay the money. We 
have not hnown that system in India. We get goods even from Jiancashire, where 
there is banking facility, bnt there is not that facility of getting credit here. I am talking 
of pieoegoods. That is a great facility and that has helpt^d to develop the Gorman trade 
so much. 

9347. How do they fix the cr^xlit ? Have they any local agents ? — They fix through 
the exchange banks. 

9848. Bo the exchango banks take any responsibility ? — They lake certain deposits 
from the party. 

9349. l>o you want separate courts to l»e established Yes, l)ecaiise the great diffi- 
culty in these days is that there is a long delay in the High Court in the diK^xjHal of suits. * 
If there is a suit in the High Court it takes several yeai*s, and by that time the debtor 
becomes insolvent and the creditor does not get anything. Th«f' long delay in the 
disposal of suits is a great handicap in the credit syslein of this country. I ha^e a suit, 
which was filed in 1920, and it has not yet reached the stage of hearing. It ap{>eared 
once on the board and then disappeared. 

9350. Is it a commercial suit ? — It was a land a< quisit ion case. Bui even m com- 
mercial suits it is t he genera! practice that one cannot get jiistiiH' iM forc four or five years, 
and that system has encouraged <li8honesiy to a certain exte nt . IVojdc go to court 
simply to avoid the debt. 

0351. You speak about the desirability of giving facilities for people to invest in postal 
cosh cortifieatt*s and savings banks. W^e have lK*en told cv(*ryuhere that thes(‘ savings 
bank deposits and postal cash certificates liave bt'cn competing u ith tlie business 

and ihsA^ shroff m' deposits have been reduced beeairsc of the favourable terms, cspc< ially 
in the case of postal cash certificates ? — 1 do not think that they come in the way of 
shroffs' business, but they have not heljx'd to reduce the general late of interest cliaiged 
by shroffs, 

9352. Mr* Karnat : When you eoinplam that < !(»veniTn(‘nl borrows vcr> heavily, 
probably you know that all these borrowings are for de\t*fopjng the tountr}^, say foi 
irrigation purposes for the agriculturists, or for the railways tor the truiispoit of goiuh> 
of merchants' Do you mean to say that they should not btirrow and dcveh»p the 
counttry ? — ^They should borrow and develop the country, but is it not a fact that fb vern- 
ment neglected for so many years their duty and have nov\ ( ome to the help of the 
country T 

9353. Whatever may be the past, do you suggest that tlu'sc borrowings should be 
stopped and the development should be stopjied ? — What 1 suggest is that big si'liemes, 
like the Back Bay and other big schemes, which meant iii the origin to get some work for 
somebody, should not have been taken in Hand without due eonsuleration. 

^54, About the rate of interest on such borrowings, take for instance 1939-44 loan 
which was issued at five per cent., do you think that Government can borrow cheaper 
than that ? — Yes, if they reduce their borrowings. 

0356. You yourself suggest that in the <ia»e of postal savingK bank, Government should 
raise the rate to 4| per cent. ? On the other hand, if they borrow at five per cent., do 
you think that is ^ high rate of inteiest ? — Yes. 

9356. About the locally made pieoegoods, have you any agency for sale of these goods 
in oountfies outside India, say Egypt and Alexandria and such other parts of the world ? — 
Sir 
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Wa httve i!i«ohaat3 coning here to buy our goods. With r^atd to ostablisliuig 
Oiir business oonnections there, the laws come in. our way to a great extent. W© tried 
and sent our representative, a trav'eller, in the whole o£ lEgypt some years back, and the 
difficulty that we had and even to-day ia that, if you soil goods on cw^dit and if you liavo 
t > file a suit, you have U> lodge in the court Uie whole amount that you want to claim 
( rom the party. 

93o7. As regards the com pf^ition of Japanese piecegoods, do they comjnde because 
they have financial facilities frf>m their own eouiitry ? — ^Ye«, they hiive indirecd, facilities ; 
financial facilities from their banks, shipping facilities and several other things that 
they can do in their own ocmntry. They supply their own country with bulk of their 
production in their mills, and what surplus they can produce, they send down here and 
can afford to undersell the local prodmdion of India. All these things taken together 
help them to bring their g<>o(Is and sell them here so cheap. 

03r)H. But there is nothing in the direction of financial facilitiy which would lielj) your 
piecegoods trade, either to hold your own against Ja|)au or hold your own in foreign 
countries ? — The financial facilities, if any, would greatly help the local industry. The 
imported goods tlo not require any finance, because the exchange banks are very keen 
to fiiian{;e this buftincss. The National Bank gives credit on goods to the extent of 
about a crf>rc or a crorc and a half throughout the year. So there is ample provision 
there. But in the cas(' of the local merchants who deal in locally made piecegoods, if 
he has to buy from tlu' mills, he has to pay for and take delivery of the goods. Hs has 
no other remedy to get credit unless he g(H*s and ph'dges his goods with some hank, and 
on account of sorin' recc'ut hap}>cniiigs, even t-hc bunks are gf'tting stricter and »trict('r 
to advanc(' on pieccgtHxl s. 

nilob. Do the upcountry nu'rchantH get credit if thf’y buy direct V — Because they do 
not ))iiy wholesale, i>ut they buy only two or three bales, and therefore, it is not possiblt' 
to gi\ (• them (*redit. ff tlicre is wareliousing facility, just as there is facility in the Port 
Trust, and if an arraatrement is mad^for a dealer to take his goods in the warehouse and 
get monetary facilities, that is the only way of giving the credit facilities to the com- 
mercial <*ommunity, especially the small traders. 

I)3b0. That means warehouses alm(rst In every Uditka town and upconntry ? — Yes, 

93(>1. Mr. Bvrldoj : Alumt this question of co-ordinal ion amongst the various omlit 
agencies and Gov(^rnmcnt, would you be in favour of an annual (urnfereiice, whore all 
theso agencies w'ould meet togf'ther and rliscuss various questioiiK ? — It will go a gre.ttt 
way, Isnuiuse all the questions will be discusKcd there, and promimuit questions will lie 
given importance. 

93fi2. You suggest that 7o ])er eent. of the market value should lx* advanced in the 
ease of mortgages <m property. Is not that a high figure ? — If the jrroperty is gotxl, 
75 peu' cent, on property is not an unfair demand, because projK?rty generally fimduates 
in prices much le.ss than commodities, because there is speculation tliere. Herethctrc is 
no sj^eculation generally. In abuortnaJ times there may lx? speculation in property, 
but generally it is steady. 

9303. What do you mean exactly by saying that the Indian joint stock banks do not 
receive good treatment from the Imperial Bank ? — It is a patent fact ; it does not require 
any explanation. If any accommodation is required by an j^ndian joint stock bank, 
I think, the Imjxjrial Bank does not properly accommodate. 
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9364. l>o you think that Bome of thiB unsympathetic treatment is because they arc 
rivals to the other joint stock banks ? — Not necessarily ; the Imperial Bank does 
not stand any competition from any joint stock bank in India. It is placed 
under favourable conditions by Government, and it is the only way in which it can show 
substantial results of its work. If Government help is withdrawn, it will be very difficult 
for the Imperial Bank to carry on in competition with any joint stock bank. That 
statement I am prepared to stand by and prove. 

9365. Do you consider that there is inti(;h prospect of insurance business In 
districts ? — Yes, if there is facility. The present local insurance companies have not 
thought of tapping that branch of business ; and if they tap in iipcountry, in some places 
in the interior, where insurance business is not known, they would succeed. There 
the people have no idea of insurance. They are always thinking of preserving gold 
and silver. 

9366. Jlfr. V, L. Mehta : About the warehousing arrangement for imported piece- 
goods, are all arrangements made by the Port Trust ? — Only the building belongs to the 
Port Trust, the rest is done by the banks. The finance is provided by the banks. 

1)367. Who, do you think, should take the lead in providing these warehousing 
arrangements for local piecegoods. Hhoukl it l)e done by the mills, or by the piecegoods 
dealers, or by the banks, or do you think that they should combine together ? — It could 
l)e done on a co-operative basis as in America the}^ co-operate for the financing, 
marketing, warehousing and purchasing of cotton. Some organisation should be 
brought into existence by all the parties concerned, namely, the merchants, mills and 
banks, and in the early stages, there should be some sort of Government supervision and 
indirect help. I do not mean that Government should pay money, but they must guide 
people and see that the organisation is properly w'orked in the initial stages. 

9368. With regard to borrowings by Governineni, I do not Huj)pose you disapprove 
of the policy by which more is borrowed in India^ than outside ? — That is right; I do 
not object to borrowing even in foreign countries, provided they are able to get numey 
at cheap rate. 

9369. Wjth regard to borrowings by Government, we have at present the system of 
Government loans, treasury bills, postal cash certificates and the post office savings 
banks. In addition to these four methods, you suggest that some sort of bunds should 
be issued by Government at 2^ per cent, for every Rs. 100 for six months and 4^ per 
cent, for Rs. 100 for a year ? — That suggestion w as made by me in view' of any religious 
objection to earn interest. 

9370. Projmsor KaU : Do you think that there is sufficient scope for Investment 
Trusts in India ? — If thert> is an organisation brought in existence, people would largely 
go in for that, because there are many people, who have money, butw’ho have no 
knowledge how to invest it. 

9371. Would you include in the avenues of investment shares of joint stock 
eompanies ? — I would provide in that organisation no share transaction at all. 

9372. What would be the scope for investment to these Trusts, if they arc not to 
invest in shares of joint stock companies ? — ^They can lend money on estate or on goods 
or on credit wherever they can find it convenient. They need not borrow money and 
invest in shares. That means no facility at all. It will simply encourage speculation. 

Bir Manmohandas Ramji, 



477 


9373. What Government help do yon expect in the initial etagee ? What ia the 
nature of the Government help for these Investment Truf ts ? — In the first plat^p, to 
create confidence there must be Government connection. 

9374. Government guarantee ? — I do not go so far as Government guarantee ; but 
there should be some sort of Government connection by way of sujwrvision and some' 
hand in the proper working of the organisation. 

9375. You are aware that recently the rate of interest has V>een high in ln<iia and in 
other countries ? The general rate of interest throughout the whole world during the 
last few years has Ix^en high ? — We are exjieriencing this state of affairs for the last 
ten years ; and when the bank rate goes up in England at 5 per cent., there is hue and 
cry raised in financial (-ireles, and here it is an ordinary affair l)rtween 9 aiid 7 (>rnt. 

9370. But you are aware that some Indian money goes out also for investment, as 
soon as there is a high rate in foreign countries ? — In some borrowings by sojne countries, 
where On account of the credit of the Government if they are raising money for inevit- 
able purposes, surely the money may find own way and its own level wherever a high 
rate of interest is earned. 

9377. If Indian capital is going out to earn a high rate of interest, the ( Jovernmeni of 
India will find it very hard to borrow at a low rate of interest ?— But their requirements 
should be limited as not to create so much borrowings. 

9378. You say : “ The rate generally charged is 1 per cent. p(‘r annum, if not more.’" 
Is it correct ? — No, it should read “ 1 per cent, more than t))c prevailing bank rale of 
interest.” The rate generally charged is 1 yyei cent, or IJ p<n‘ ccjd. i>cr annum more 
than the prevailing hank rate. The system here is that sup]M)sing a shroff can get jnoney 
from the Imperial Bank at the hank rate, which may be 9 percimt. he (‘barges I or li per 
c(uit. more. Even banks do the same thing. Banks (diarge 1 J to 2 j>er cent. more. 

9379. Mr. Desai : You say ; ” The indigenous bankers would (Oppose tlie introduction 
of any measure for either regulating their operation or for giving publicity to the same.” 
Supposing, for a moment, that they would agree to get tlKmiHelvos registered, do you 
think that they would get the same facility as their cornj>etitors are getting from tlu' 
exchange banks ? — Registration would not do away w ith that difficulty or that suspicdoii 
from the minds of the people ; hut if their aceounts are filed with the Registrar, it will 
give fatality to those j>oople who want to have husinesB conneetions and who w^ant to 
lend to these shroffs or these bankers after getting some information as regards th(f 
stability of these people. 

9380. Would the Imperial Bank give the same facilities as the excha!ige hanks are 
giving to the foreign exporters ? — That is the w'hole point. The Imperial Bank’s business 
is confined, as it is to-day, to finance the export and import trade in the Presidency 
towns only. They do not pro\dde for any other facility in the mofussil, where it is 
practically needed by small pt;ople, and the bulk of the w'hole lot of our Indian business 
is in the hands of the small people. 

9381. If the shroffs in Bombay would be agreeable to get themselves registered, would 
not the Imperial Bank give them the same facilities, as their competitors are getting from 
the exchange banks ? — I do not think even the registration will give that confidence. 
In the case of joint stock banks, the investor goes and sees the balance sheet and he 
knows the position of the contJem. In the case of shroffs there is nothing available. 
To avoid suspicion in the minds of investors, the shroffs would bo better off in getting 



mare monetary deposits from the public, if their balance sheete are publitihed and filed 
in the Kegistrar’s office. 

9382. What other raeans do you auggeet for getting the same protection and the 
faculities as foreigners are getting from their banka, say, Messrs. Jialli and Volkart 
Brothers ? — Wo are talking yf facilities to shroffs. The facilities, that I talk about 
Germany, are by the merchants themselves. The shroffs find no difficulty in getting 
money fmm the Imperial Bank or from local money-lenders. If two parties combine, 
they can borrow any ajnount of money from the lraj>erial Bank. 

9383. HuppoRc one party wants the facility, what would hapjicri ? — He htwj to satisfy 
the authority from which he wants facilities. 

9384. In the case of foreign merchants, can any party get the facility ? — On 
the security of goods. 

9385. Only the goods hypol In^cated aiid not in tlm possession of banks ? — Oertaiuly, 
the goods remain in the pos.session of banks, and the merchant has to tender ?noney 
before he gets the delivery order, of course, not i») the whole lot. Supposing there is 
a consignment of five luilcH, and I want to take delivery of one bale. 1 pay Hr. 490 or 
Hr, 599, the valium of that bale, and take delivery of it. That sort of facility is accorded 
by the exchange banks. 

9389. That is for Indian firms ; I want to know about foreign firms ?'-"Foreigri mer- 
(diants get all sorts of facilitic^s, even from the Imperial Bank and other banks. Then' 
is a disti notion tlu're. 

9387. What is the reason lor tlio diRtirutioii, aiui how ctiJJ this distinction Is* 
avoided ? — This distinction lias been in cxistcuice for a long time, and jHThaps it is 
a (Question of confidence. Wc liidiaiiH know our IndiauH far Indter than a foreigner 
would do. 3’liat is one of the grounds, and illiteracy and ignoranc<' to >omc extent 
would go to account for this distinction. 

9388. Art* these big merchants illiterate ? — 33ie.se big merchants arc looked upon 
with a suspicious eyet. 1 am not ht*re to (U'cat-c any class distinct ion ; hut there is a .sort 
of feeling lurking about, and there iirt* rca.souH for it. 

93S9. And this t ’onunittet* is to devise means as to liow toget rid of these ilisadvautagcs 
and it would be very useful if lt?ading and cxjiericnced inerchantR like you would enlighten 
this (Committee ? — The Ucserve Bank would dt> away w ith some of these difficulties 
and it would be useful, if there is suflicient encouragement t.> the public spirit to float 
Indian joint stock banks, the almcni'c of which is a great drawback to the country. There 
should 1 k' about a hundred joint stock batdvs, I <lo not mean big banks w*ith a capita) 
of crores of rutiecs, but .small bank.s, and tliere should l)o Indian management . A great 
need of this l ountry is to have more of joint stock banks, both small and big. 

9390. And these small and big joint stock luMiks should be managed by Indians ? — 
I do not say exclusively by Indians. J shouUl like Indians, but where they fail, they 
might got help from oUicrs who are liottor qualified. 

9391. What jiart does the bank play in financing imported piecegoods ? — ^They play 
the whole role of financing fn>m the initial stage.s when goods are sent out or exported 
till tliey are sold in the principal towns. They are financed by exchange banks. 

9392. How an^ mill-made goods financed ? — In that case the upcountry purchaser 
has to provide his own credit facilities ; he inuat be able to pay for and take delivery 
0 f the goods. 

Sir Ma*^mohan4as Mumju 
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0S93. Jir. Ckikodi : You »ay that the opening of the branches by the Imperial Bnnk 
has giTen figkdilities to producers in the mofumil. May I take it that you are in favour 
of o{>ening more branches 7 — No, I am not in favour of opening more branches of the 
Imperial Bank, because they are very expensive. 1 am for any bank which should have 
branches all over the country, but 1 am opposed to branches of the Imperial Bank, 
l»ecause their management is very costly, and, therefore, in more than one place I have 
suggested the services of local shroffs who artJ in a lM>tter position to look after and 
distribute the credit required by the j>cople. 

1>394-. Are you in favour of employing local , shroffs as ageiitw of the Tmj'jerial* 
Bank ?— Yes. 

9395. On what terms ? — On suitRble teiins, and the terms shouM 1 h‘ such that the 
bank may not l)e a loser. That is a matter of detail. 

‘)39h. You have said that the Governinent dues are (ollected at a lime, which is 
unsuitable to the agriculturist^^. Would you suggest any other time 7 — It should l>e 
made payable in instHlments. 

9397. it is now being paid by iristalrneiits 7 — If it is so, 1 have notliing to grumble, 
1 stated this because I know, when 1 go to Poona, I am tiffcrcd certain commodities by 
agi iculturists and told that it is kist time and they want nconcy to pay tlu^ Oovernment 
dues. In case t>f hay I can get it at four or live rupees ( heaper in .laniiary and Kebruarj\ 

939h. Have you any knowledge of the working of co-operative sjde 8 (k iclies ?— T was 
approacinal by one or two instituti<ms to h(>lp them, l>ul personally I have no know'ledge 
r>f them ; but 1 think it would be useful if .societie.s are formed to lielj) Hmall people who 
are engaged in small industries, like the cottage uulustjy. They find it very diihcult 
to s(‘U their produee, and they have to sell it at a loss, lifHause tliese poor people eannol 
afford to lo) to Bombay or Sholapur to dispose of their ])roduce. 

'3399. If local dealers arrange things in such a. way that co-operative societies are 
not in a jiosition to run at all 7 How 7 

9P)0, The dnlaJ.s' may organise to boyei^tt them 7 -Why should tliey boycott them 7 

94'>1. Thai is the experience 7 — I am surprised to hear that.- If one comes forvv'ard 
for help, there should be jio room for susj>icioii. 

(Tlie witness withdrew.) 


Mr. CHHOTALAL MORARJI KOTHARY, Bombay. 

MEMORANDUM. 

Indigenous bankers have existeil in India since times immemorial. Kvery village or 
country town had its banker just as it had its priest, its goldsmith, its blacksmith, it» 
carpenter, etc. H« wa« an essential |>artof the village organization and rendered invalu- 
able service to the village community by financing the sowing, harvesting and marketing 
of the village crops. He wa» the villager’s guide, philosopher and friend -taking care of 
his small savings for him and helping him to tide over his monetary difficulties. His rela- 
tion'^ wdth his clientele were, moreover, most cordial — in fact the whole village community 
lived together as one family. Extortion and harsh methods of recovering debts were 
unknown. With the advent of modern banks, however, and with the revolution in our 
social structure to the influence of Western methtKis of individualism, the indigenous 
banker felt upon evil days ; and now after nearly a century of ruthless competition, when 
the life has almost been strangled out of the indigenous banking system, proposals are 
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being invited for rejuvenating it and putting life into a corpse. If one may say so, the 
corpse has almost been cremated, and a Commission has now been appointed to 
gather together tlie ashes and to administer medicine to them with a view* to bring 
them back to life. 

The village »hroff finances the agriculturist by advancing him money for the purpose of 
buying seed, etc. Such advances are usually on personal security and the interest charged 
ranges from 12 to 18 per cent plus a commission on each transaction known as * Kothari 
Chhodaman This may appear to be an exorbitant rate but in reality it is not so, taking 
into consideration tlie risk involved. (In fact the indigenous banker or shroff owing, to 
his intimatt^ relationship with the village community is able to take risks w^hich no 
agricultural bank or co- 0 {>erative society can afford to take.) Further, the seed, etc., for 
purchase of which the advance was taken must be purchased through the shroff, who 
charges his commission on this transaction as well. 

When the crops are ready the agriculturist has to sell them to the village shroff from 
whom he took the advance for seeds, etc. The advance is thus squared off from the 
purchase price of the creeps. At this point the city shroff in. He helps to market 
the crops by advancing to the village shroff 70 to 90 of the value of the crop, charging 
usually interest at about 1 2 annas per cent. i.c. 9 per cent per annum plus a commission of 
1 per cent for selling the crop. (It may lx* admitted here that the agriculturist is 
practically at the mercy of the village shroff. Taking all things into consideration he 
pays in one form or other ijiteresl at practically 75 per cent on money borrowed 
from the shroff for seed piirposcH, etc. The business of the city shroff, however, is on a 
different footing altogether). 

It will thus be seen that these shroffs combine the functions of financier and 
commission agent. It may lie said that these tw'O functions can w^ell be jx^rformed by 
co-operative societies. The answ^er to that is that a co-operative society requires a certain 
degree of education and enlightenment among its members which it is impossible to find 
in the village community. The agriculturist is too ignorant and until primary education 
spnrads, co-ojx?rativo societioK cannot function successfully. As a matter of fact the 
morabers of these co-operative societies are for the most part drawn from the class of 
agriculturists who are comparatively better off and not from those who really need their 
help most. In any case the total sum required for financing the crops over the w*holc of 
India may be put down at about Its. 3,000 Crorea and all that these co-ojx*rative 
aocieties can do will be but a drop in the ocean. 

The chief ditficulty that ihdigenous bankers have to contend with is lack of working 
capital. There is no local prejudice against them. On the other hand people prefer 
to deal with them owing to the bettor facilities which they are able to give. In fact the 
demand for finance from shroffs is so great that they never ha v*e funds lying idle on their 
hands. Their main problem as mentioned above is lack of sufficient working capital. 
No banker can work entirely or mainly with his own money. These shroffs like other 
bankers therefore receive deposits from the public. But it is here that they have been 
badly hit by the opening of branches of the Imperial Bank and joint stock banks. These 
branches are sqeesting the districts to feed the cities. They are draining away the liquid 
cash from rural areas to the provincial centres. (Even co-operatives banks are not 
immune from this tendency). These branches being controlled by their Head Office 
which is under the management of people who know little and care less for rural condi- 
tions, take no pains to foster and finance local trade and industry. Many Imperial Bank 

Mr. OhhouU(d Moraoji Kothar^. ^ 
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IsfancheS liN reluctant to discount usanc^c hundis, but confine their activities main’ll' 
Ui purchasing demand bills of Kumpean and a few bijji: Indian export houses. This 
luisiness is ftrrangeil by the Head Office and done under Head Offiee instructions, 
the l>ranchcsS havdner little <liscrction in the inattiT of discounting local trade billa. 

Another serious rival to the indigenous b»ankcr in the matter of tieposits is the post 
office with its saving bank and 5 -year casli ccrtilicatos. Tiie rate of interest on the latter 
works out to over /> per cent., whereas the tihrojf [ii\y>i in the districts only fi, i.r.. 
dj pr*r cent, the rate in towns varying according to tho bank rati\ 

Thirdly, Ihore is the lack of adei|U'ite re-discounting facilities, mention of which has 
iK'cn made above. The remedy here is a f hft))ge of policy on the |.>art of the lm[>erinl 
itank, or tl;e establishment of bram'hes of the Heser\e J>ank. 

Srr.OKS'riicys FconueTioviNO akh roxsoi.iiMTiNo tui: iNt>i(5FNnrs nAMNO system, 

Itndigerious bankets o|>f^rating in one district should be ('ncouragt d to pool their resourced 
and enter into a kind of partnorsliip or form a ec>iul>tne. Each ‘diroff joining the 
vornbiim sliould he required to eontrihute towards the ca|vital of the eoiTi bine. Toprt>vide 
the cr>mbiT)e with additional working ca}>ilal, (lovcrnmbnt or the lleserve Bank should 
lend an amnuTit equal to live S({l>s<’rihe(i capital of the coTribine. The cash ifieatc 
moni('s may wa'll be ntilised by Governnumt for this purpose. Each mernlK'r of tJie 
<'omhhic should he allocated an area within wliich lie would operate. He wtjuIU he as ft 
were the manager of tlie Imaneh of tlie eor:il>ine in that area. He should he responsible 
for loss throuul) dcdalcidion, default, etc. and in return for tliis, receive a c' rtain jierceni* 
rice of t!ie profit of his branch nf) (‘omndsHion, in addition to hi.so-liare in tlie gsuienil 
profits as partiuT. It will, no doubt, be said tli'ii tliis is a matter for mutual arrango- 
inent among the -dirnffsi corK^erned. I>ut some ]»ropagunda on tlie part of (tovernimuit- 
is nercs^arv ; and the indu( envent of n‘eei\ ing financial as.sistaucc from ( iovernmeait or 
the IteS'Tve Bank on the iincf* outlined above will help consideral>!y to bring about 
the df sirr'd r(‘sult. The advantage of sueh a comhination would h(! : 

1. Oreater co-opcratiofi and co-ordination of efiort anion!.'st. 'the .shroff '^. 

2. Klimination of imhcalthy competition, 

3. Increased resources and working eiqutal. 

4. Strengthening of credit -f«>r th(' credit of the combine wdll Ik; greater than 

the credit of the individueJ m< mlK'Vs. 

fh rny htimblf' opinion indigi'nmiK bankers will not object to regi.stratioii, audit and 
t^imiliar ri‘gidations if in ndutn thf.y vwrc assured of good financial backing. In facG 
if combines on the lines outlined above are brought into being, some kind t*f n^gulatiou 
w'ill be necessary. Some means will have to he deviscHl to protect tlie agriculturist fn^m 
’t he evils cf a monopoly. 

Indiircnous bankers osjcrating in the districts can he Hnkeii up wdth the central 
money market and Mu* Provincial rapitals through brandies of th<^ Keserve Banli w'hicb 
*!^hould aflord am]>le re-discounting facilities. The existing branches of tlie Imperial 
Hank could also s<*rve thia purpose if the Bank would changf^ ite policy. Here I would 
fitrongly support t he suggestions put forward by^ the Indian Mf’flrcha.nts’ Chamber that tho 
management of Tmpei ial Bank branches in cnitlying districts should 1)0 placed in the hands 
of shroffs. The saving in cstahri''>hment charges alone will be enormous. Moreover, the 
<1111X1 iH^rsome system and red-tape, which frighten away the average dealer in the country, 
wdll disappear; the element of risk ufill be cliTninated by making the shroff responsible 
lor losses ; tbe formal kriowledge and experience of tho shroff wiW In* at the disposal of the 
J[m|K*ria] Bank to t he mutna! advantage of the Iknik and the local iiu rt antile f ommunity. 

:uo V 
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It would not be out of place to point out here that tJiere is too much centralisation 
about the present branch system of the Imj>erial Bank. The outlying branches ore 
allowed little Initiative but work strictly under the orders of the Head Office. The 
administration at the Head Ofl&oe has no knowdedg© of loc^al conditions and is far too 
prone to sacrifice local interests to the interests of big city merchants. The branch mana- 
ger too has no local knowledge or interest. No sooner does he get a little familiar with 
the locality and acquire some knowledge of its needs, than he is transferred elsewhere, 

Cheqitkb. — T he abolition of stamp duty on cheques has no doubt helped to increase 
the growth of the cheque-habit. Po.fsonally I do not think there is anything in the con- 
tention that the prestige of the cheque would increase by imposing a stamp duty of say 
a quarter anna on it. 

Cheques are at present used mainly by the busiricss community. Their use is, how- 
ever, spreading amongst the profc-ssional and salaried classes. The concession given 
by some banks of allowing cheques to be signed in the vernacular has to simie extent 
helped to popularise the irse of the cheque among the indigenous commercial community, 
it should not be forgotten, however, that many persons unable to read and write English 
are yet able to sign thefr names in English. 8o far as the bigger towns are concerned ; 
apart from allowing cheques to be signed in the vernacular I doubt if much advantage 
will accrue by allowing the use of vernacular script in drawdng cliequcjs. Tlie English 
figures are understood and can lx; read by almost everv^ literate ],>erson whether he knows 
English or not. In smaller places, however, where the population is more homogerK Ous, 
cheq«os may be allowed to be drawn in the language of the locality. 

The main factors impeding the growth of the cheque habit are : the low^ rate of interest 
paid on current accounts and the stipulation imposed by most banks regarding the mini- 
muru amount wj||h which a current account can be opened and the minimum balance 
to bo maintained. With regard to tlic first of these causes banks cannot be expected to 
pay a high rate of interest on current accounts ; and as regards the second, it is no doul>t 
unremimerativ© for banks to have current accounts which maintain a lew balance and 
are frequently operat/cd upon. Could not some system si»nilar to the oiic^ intrrKhued 
by Lloyds Bank of allowing cheques to bo draw'n on savings accounts be more generally 
Introduced with nectxssary restrictkms to pnn-ent too many operations. As a mattm 
of fact the average profeaaicnal or salaried man dot;.s not have exH asion to draw many 
cheques, and if the cheque-habit is to be fostered in this class, some relaxation oCthc 
ordinary rules (which are intended mainly for current d©p(Ksih)rs who are business men) 
must be made, or scune special arrangemesit made to meet their special needs. 

Oral Evidence. 

0402. The, Chiirman : Mr. Koihary, you are a banker ? — Yes. 

0403. Y(»u are also a broker and a bullion merchant ? — I am interested in thw 
Central Bank bar gold. 

9404. But your main business is that of banking ?— Yes. 

0405. You have put before us an interesting scheme about indigenous l>ankcr8 and 
about forming combines in each district or a kind of partnership to do all kinds of partner- 
ship business aifd to get certain facilities from Government or from the Imperial Bank. 
I expect you want them to do this business on a principle of unlimited joint liability ? — 
Yes. 

Mr ChkoialaX Momrji Kotharp. 



M06. Ti^ fon th-ink that, iu the first place, the ^hroff^ would combine T — -Very easily 
they will do so. 

9407. But in many places wo were told that it is very difficult to get two or threo 
shroffs to combine ? — I think if they are given facilities, they will be willing. 

9408. Would they undertake this joint responsibility ? — Yea. 

9409. But they will not be working in one place ? — I have stated that everybody 
could work in an area allocated to him. 

9410. Would, for instances, the shroffs iu Broach lake rcsjyonaibility for the loss iu 
Ankleshwar ? — Each man will be responsible for his own loss, but ultimately the partner- 
sliip w ould bt> responsible for the losses, but for defalcation the man will be responsible 
fully. 

94X1. If there is any deficit, would the remaining shroffs tfiko the responsibility for 
tlie same t — Yes. 

9412. Bo you not think that there w'ill be difficulty ?— No. People go to joint stock 
banks. ‘ 

94Bk But for a joint stock company the liability is limited ? — Here also 1 say that 
ilie liability should be limited. 

9414- Would the liability br: limited to each maii’s c<uitribut!on ? — Fur this combine 
it- will be limited, but for defalcatioii it will bo more than that. 

9415. His itabiliiy will be limited to the amount wliieli he has contributed ? — Yes. 

9410. A lul he would on the strength of this coml)ine get capital quickly. In that* 
ease <lo you think lie would be able to attract further capital by way of depositK ? — Yes, 
when people come to know that tlnme is tlie Government organization behind him. 

9417. We arc told that de^iosits with shroffs are dimiiushing — That is because 
there are postal cash certificates. 

9418. You also want the management of the Imperial Bank branches should bo 
placeil in the hands of shroffs ? — This is an alternative scheme. 

9419. Bo you think that there is to<» much cent ralizatiorr in the Imjierial Bank 

system is quite apparent and everybody is crying for it. 

9420. But is no independence left to the manager of a branch office ?- -No. Suppose 
a man is given PvS. 5,000 or Rs. 19,000 cre<lit, he cannot buy a hundi for Ph. 1 1,000. 

9421. But the limits are fixed, are they imt ? — But he is not given discretion. This 
is centralization. 

9422. Can he sanction a loan or an ov<’Tdraft ? — No. 

9423. Bo you think that the interest on current account is low ? — Yes. 

9424. Y'ou know that in several other countries no inRirest is allowed on current 
account at all ? — But India is a poor country. 

94.26, What do you suggest as rate of interest ? You know that for current account 
you have to keep a large percentage of liquid assets ? — If the^y want to pay, they can. 

9426. And make a profit ? — Surely. 

9427. Surely there is comjietitioii amongst the banks and if they could afford to pay 
a higher rate they wouUl ? — Privately they give when there is a very big client. They 
keep some amount like the “ special account *’ and not actually current account. 

9428. What is this koihari ckhodaman ? — That* is a commission or the opening of 
the purse. 



You Hay that tlie raU^ of w!uch a village shroff <t)iargeH eoiTve?^ to high 

aw 75 [Wr cent- on the whole ?— This moann 25 per eenl. for the In other 

w ord-s that for four months it is from 25 per (^cnt. to 75 per cant . 

04IR), Is thifi only on fseed ? — Yea. For marriage ccreiuouiew tiiid tdhrr things it i» 
not 75 fier cent, 

9431* About cO'O^wjrativo soeietios you Bay: “ Tl)e answer to that is that 
a co- 0 |wirativo society rocjuires a c€»rtain degree <rf educ ation and eriligldennient among 
its meinlieni which it is impoHsible to find in the village eorntminitv. The agrieulturist ik 
too ignorant and until primary education Hpmuls, co-operative Hoirieties cannot function 
successfully ’’ 7 — It will take* 50 years if tiiey want to function successfully at this rate. 

9432. ItutamongBl people who arc educated is tlierc; any reiiBon why the Movement 
should not Huc<;ced ? — It will succeed, but’ it will take time ; bat the real ]>coj»lc \vho neccl 
help must bo educated. 

9433. Why does not the Imperial Bank diKcount usance h/undu 1 Is it due to lack: 
of confidence — That is what it looks. 

9434. Even shroffs do not discmint usaincc hnndis now-n-days, that m»t ? — Tlial is 
becauHe of lack of ( aj)itai. 

9435. Is it duo to luck (d confidence ? — It is due to lack of cajjitfll. 

9436. Professor Kale : You say in the first paragraph ; W ith tiic advent of modern 
banks, however, and with the revolution in mir social Htructure due to tin* intlucnco of 
Vostern methods of individualism, the indigenous hanker fell upon evil days ; and now 
after nearly a century of ruthlo8.s competition,, when the life lias almost been Rtranglcd 
out of the indigenous banking system, proposals are being inviteif If/r rejuvenating it and 
putting life into a corpse.’* W5iS thiB ruthless competition going on for a ccnlury ? 
1 thought it W'as going on during the last 59 years or so. Even the prt sidciu y honks 
W'cro not started then T — In lkfi5 the new Bank of Bombay was there and also at 
Calcutta, ^ 

9437. l>o 3 n.Hi think that tlu5 indigenous bankers were jjrcjudiciall}^ affci ted h}' the 
presidency banks so much even in those days ? — f’mnjK'tition began really a century ago^ 
but since htst fifty years consumption is in the Hccond stage, there hi this ruthless 
comjw^tition and that is why it is apparent. 

9438. Was there any consumption at all at that time ? With the advcivt of these 

exchange l>anli,s and of thesi* European banks the real consumption of the indigenous 
banking b<?gan, but the body Avas so strong that the genus did not go further and with 
the railway coinmunicatioji and traffic, tlio genus readied cAcry villjig:c. 

94341. You say that cverv'tliing else is changing ; but the indigenous banking did not 
ehaugc at all. And do ytm moan to say that the individualiym of the old money donders 
did not assert itself 1 — As far as I rememl>er ray great-grandfather Avas doing the same 
busiimsa. He never went to the stage of japti foi’ recovering money or anything of that 
aort. 

9440. l>o you not think that unless tlie iiuligcncuw bankc'rs and shroffs adjust 
Ihoinselves to the changing conditions, there is no future for them? If everything i» 
changing you exQpct them to- remain w hat they are ? — If they do not change tlu^y must 
lierish as a class. Tliat is why I say the investment of capital and the investment, 
of intelligence go hand in liand. * 

Mr. Chhotcdal Morarji Koiharfp 



485 


fl-141, Ohuirman : Is there no cliaugo iji tlieir irK theiis ? — has hfen 

a tihanj^c in their methocls during the laat few years. 

9442. Pwfe^^or Kale : Ht>w’ did yon got this figure^ of II.h, '^(^00 (Toros ? Tliis soorns 

to be more than the animai income of the countrv ?— 1 t}\ink a sum of 1,500 ('roros td' 

• * 

i*u|)ces worth of crop, Uerosine, coal, etc. givtMi by iin>nu'r India for licr sons. 1 have 
taken figures from British India statistics. If not so T might hav*' tnude a mistake in 
recollection. But I tak(‘ it to be 1,500 ( rores of n.ip<‘es. 

It4i3. You say; ‘‘These shroffs like other bankers tliorefeu: receive deposits from 
the jjublic. But it is liere that they have been badly hit by the optniing of the b?'aiu‘h<‘s 
of the Iniperial Bank and the joint stock banks If you hstk at it from tl»e point ot 
view of an ordinary citizen, you will find that lie will always invest Ids nioricy \vh('r(‘ he 
thinks it will be quite safe and where he gels more interest. \ oii eennot bind to invest 
it with any partihutar agen(*y ? — 1 completely agree with ymi tliat the man is bound to 
invest his capital wherever the conditions suit liirn, bul l say that these branehes arc 
taking away the money from the districts. Tlicre is no emamragement for shroffs, 

0444. You think that the nionej’ which is taken from a distrirt should be ifivcHtcd 
in the same district ?- Yes. 

0415. You say that though the village money-lender chftrges from 12 to IS per <eut.. 
it is not after all very (woi lutani in view of tlu* risk that he has to run. Again you are 
looking at it from the ])oint of view of a money -If r.der. I'rmn the point fd view" 
of borrower one will see that he is inlfTcsted in gidting his bain at as b)w a rate ot 
interest as poBsil)lc V™ I may remind you tiiat thcso-ealled best linauciers of jiomluiy aro 
charging 9 per cent., ]>1 us 2 p('r cent, every year brokt rage. It means If per cent. 
Wdth tlu' big niill.saud big factorie.s if a ?nan is charged 1 1 ja r cent., 1 do md tliink that 
llm rate charged by a sou'car is exorbitant when tluov is no guarantee and no imssible 
chance of recovery. When 1 1 per cent., intert'st is being charged in th(^ city of Bombay 
where there i.s ainph- guiraidee, I think you will ('xeust^ the \nyov shroff hi» charging 
18 per cent. 

9445. Do you suggest that such a high rate of interest is in the iiitf rest of cul- 
tivators ? — If (to\ eminent wants to remedy the things they must invest tJu' capital 
from the postal cash cert ifieates and from ttie brunch of the Imperial Bank in the same 
district, then only you can get money a b»wer rate of intcreKt, otheTwiso there is no 
other method of getting numey atji lower ratf' of inUucst in the districts. 

9447. Do you not think that tin* public is attracted more b}" the security ? — Thai 
is what I say* that there should be a combine system wliieh is the only best and suitable 
method for the Indian atmosphere. 

0448. So the rate of interest is one factor and tlie security is another factor ? — Yes. 

9449. Mr. Desai : You say : ** In my humble opinion indigenous: bankers will not 
object to mgistration, audit and similar regulations if rn return tliey were iwisurcd 
of gofxl financial ba<‘kiug What kind of good financial backing d<» you want? — 
If Government gives a guarantee of capital whenever they^ re^qui re just as they give 
to the Imperial Bank, the shroffs would not object to registration. 

9450- But Government is not doing the banking bu.siness ? — 1 say that the money 
that is taken from a district should be utili7.ed in the di.striet itself. 

9451. Afr. Chilodi : Do you think that shroffs arc now rcceiViog deposits to the same 
c.N,tcnt iis they used to receive be fore >io. 
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Til ^11 what measures do you recommend to attract deposits ? — This combine 

system. 

9453. And then you would do away with cash certificates entirely ? — I think it is 
of urgent necessity to do away with them. 

9454- Would you do away with the Imperial Bank ?— I think the Imperial Bank 
branches have done more harm. 

0455- Therefore you are opposing them altogether ? — Yes. 

9456, Are you in favour of doing away with all the co-operative credit societies in 
villages ? — No. I have only said that the co-<»pcrative banks ought to invest the 
capital in that district. 

9157. By wliat moans ? — .Small ginning factories must be there find they can finance 
cotton crop. If co-operative, banks are imitating the joint stock banks in draining away 
the liquid cash from rural area» they are also not desirable. 

9458. You, mean that the district co-operativt; banks sliould undertake tlie work of 
iinancing these induBtries T — Y('H, and tJiey should invest the same ca]>ital that they get 
in the same district and in that case the district can revive. 

9459. -Mr, Ik A. MchUt : \ou say: “ N'o bank<‘r can work entirely or mainly 
with his own money ”. Some bankers who gave evidema’ before us said that they would 
not like to go beyond their own resourccH. Is this th<^ general feeling on your side ? — 
No, it is not the general feeling. BankerH do not at present like to take any risk. 

9460. But If th(iy have resources from elsewhere, would tliey mind expanding their 
busirieaa ‘/—They would be too glad to expand their Imsiness. 

9401. You favour the devising of arrangernent.v under which the Imperial Bank’s 
branches should be handed over to .shroffs. Would you be in favour of an individual 
shroff undertaking this agency work or a group of s/mffs undertaldng this work ? — If 
a group of shroffs is available it is w^eil and good otherwise an individual sknffs will do, 
after taking a certain guarantee of money from them or liim. 

9402. In that case you could not develop the busino.^s of other shroffs ixs you would 
under \'our Scheme of combine V — No. 

9403. Between the two whicli w'ouhl you prefer ?- — 1 would ])refer the combine. 

9464. Coming back to the Imperial Bank’s agency, do you think tlial even under the 
present restrictions of t he law by which the Bank is govcnied, the grant of an agency to 
a shroff would facilitate busiiiesB development and expect business in a local area ’! — Yes. 
If there is a shroff he could be apj^roached by the jK^ople at any time whereas an agent 
now does not know the people tliere. 

9465. But the restrictions under the law would Btill operate ? — But a change of heart 
will do some good. 

9466. You think that it might not be necessary immediately to make a change in the 
law ?— This thing may be w'orked for a year under the present law. 

9467. And then if exptwience shows that we shall have to change the law, do you 
suggest we may do so ? — Yes. 

(The wi illness withdrew.) 

The CommitiS then adjourned till Tuesday ^ the 1 7th Jjecefuber id29. 

Mr, ChhotiM Moratji Kothary, 
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Tuesday, December 17th, 1929. 
BOMBAY. 


Pkesext : 

Mr. J. A. Madax, C.T.E.. I.C.S. {Chamvnvy 

Mr. L. I). L. BrcKLKy. Proft*s.sor V, G. K.4i.}:. 

Mr. P. Iv. Chikodt. Mr. B. 8. Kamat. 

Mr, U. V. Desai. Mr. V. L, Mkiita. 

Mr. K. P. M A SANT (Secretarf/). 

THE BOMBAY SHROFF ASSOCIATION. 

Replies to the Questionnaire. 

SKCTION T. 

The hankiiiL* ion nf a <‘(Kuitry adt?pt it. self to itn }»?‘CuUtir iieeds-^ 

foiuniert ial, iiKliistrial inriudini/. ayrit uH ura.l and eodmaniit'. India is primarily an 
agricultural (‘onn try and 7S jK»r ctuit . at tin* pupiihvtion is dcp(‘nd(*i)t dirot tly and indirt ctly 
Upon airrit iilturts 7'lie is, t herei'oro, t)ie bi;.vio imiustry of the t ouniry having 

a vital and, direct )>earing on trade, eomiuerce and other indimtries. }tut unfortunately 
it is in a )iop<‘le''.s]y Ist-t k\sard state Inung tpiite unreiminerative owing to a multiplicity 

nf canst'S chief c inong thtc^e l*oing Idgit revcnut' demand by tlie <iovt>rnrnent» progressive 

deterioration of land, small and untaionomie holdings and low level t>f prices realised for 
the prtidnce due to the 1 Hr/, ratio and lack of credit faeilities, These eausea have 
roinhincd to lower the power <jf resist, :;ncc of llie impoverished agriculturist ugaiiiHi 
periodical visitations of tloods, frost and famines, which reduce him to a more aPjec’t 
condition than before. No wonder, therefore, that w('ha,ve the spec tacle in Mds country, 
paradoxical as it may a[)]»ear, of an industrious, frug'al, hardworking and simple peasantry 
on one si(fe and their industry in a hopeh^ssly baekwani and un[uogresKi\'e state on the 
other. It is evident that ncj progr<-ss can be (‘xpceicfl from peojde wlio are ball starved 
and la]>ouring under a constant and iricrea.sing load of indebtedness owing t<c tlie industry 
being unremunerative. d'bus all our elTorts .should be direete<l towards making 
agriculture remunerative caul tlius drive r«way the wolf from the door of the 
agriculturist. 

Question 1. — In additi<m to the uruai need for finance for the three objc'cts as Hiated hi 
the questionnaire, f.e., (u) Expenses during cultivation, (/>) Capital and permanent 

improvemonts, (r) 8peeial needs, c.g., failure of raon.soon and land revenue, there in 
fn case of the majority of the Indian agrieulturistB an additional and a more insistent 
net^d— it is the necessity which unfortunately exists for borrowing for their very sub- 
sistence fc>r the gre^iter part of the year except for the short period when they are in 
possession of Kome cash or grain while their produce is being marketed. 

Of the various individiiaLs and organisation.*? which supply the.'^e needs, the village 
f^mi^ar as distinguished from the profe«.sional money-lender even now' HuppIieH the greater 
part of th*» Hnanee needed tor the whij^le countryBtile. H<v the viiiuee sonv ar, dehcrd>€*(i 
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in the (juefilionnaire fts tneii^enous (villajE^e) banker, eomf>mef« in himself t he nf 

n mowey*len<ler, mercharit Hr»<l dealer. The jmrt played by each of the aforesaid agenei(»<i 
is as foIlow^s ; — 

Tjik SowcAit.'"This much maligiKHi person often eoi\fonnded through igriontru e or 
prejudice M'itli Ihe j.rof(;sHional Tnoney-hmdor is even now, as he has been always in the 
past, the host and unfailing friend of the agriculturist, vho eoritinues to look to him 
first and foremost for supplying his needs, small and greid. It is not denied that tliere 
may be Idack sheep amongst thiH otherwisfMiHclvil institution in tlie villa, i^e enslit organi- 
sation. K?*de rd interest eluirged by the mwmr varies from b to 12 per cent, in Giiji rat 
and to 12 to 24 percent, in the Ihs-ean, but where the rate is high, tlio chief reason would 
genetally ap]>ear to be the element of inseeurity that was beii\g f(‘Ar(‘d when the loan was 
rrw'.de. The advances are made mostly on th(^ personal erf-dit of the agrieulturi,st as he 
has little, if at all, to (»fl'er as security for the loan. At harve.st t ime jifter inecti’ig < lo’. cni- 
rnent demand on ticcmoit of land rovmnue and keeping a little ft>r iiis inimediate needs, 
be hands over the balance to his sowcar to be ereditfsi tovvards his loan, ddm amount 
thus credited is rnorct oftmi than not insiifllcierii to cover (“veii the horrowing.s for bis 
mibsistence during the year and tiius his total indebtedness at iliC end of the year is 
gT eater than at the iH'ginning of tliC year. 

The Government in tludr eagorne.ss to cheek Iht’ growing iinlebtcdness and witli ti e 
intention of freeing tlu‘ agrieulturiats from the rdutelics of the nionc^v-h'Mders passed t i e 
meaHUre known as t he Delvkhnn AgrieidluristB’ Relief agaiosi the opposition of tb(‘ 
repre.sentalives of the people, who ha<l even then poinreil out the great and irrepara.blo 
injury tluat the Act ■would do to tlie \ill<;gc credit organisation. It is now universally 
fteknovvledgpul tiuvt the Act has not only failed to rehieve the ohjtn t for which it was 
designed but has .sliat tcred the fa>l>ric of village crc'dit by ousting the honc'st •;oer.'/r from 
the fu'ld and h\avi?Tg the agriculturists to the temler rnereics of the r:ipaei->us pnde.-- .siomal 
money lenders whose rieferiouH operations, <a’cn the (doverntneiif ( dbeials and Judge 
now admit, the Act has fraled to put a stoj> to. d’he root «‘auBC of tlu' complete failure 
of this Act lies cijiefly in tlie initial luiHlaUc' of coiifoiinding the \ illage ■soirf((r with the 
usurious money-lender. These tw'o are, it ejmnot be too strongly empliasis('d, (piitc 
ilistinet, one from the ot her. 

Co»oi’KJiATivi!: GRRDiT Socf JoTf K.s. — Co-operative Cre<lit Movenumi is based on prijKvipie*^ 
of eo-operation and self help and ha.s l)e<*n a Kuecess in the \‘ariouy ct)nntries of I'nropc 
and also to a smaller extent in Kgypjt. Rut the Movement has not beem able to :ittain 
any appreeialJe .success or rnaJiO any headway in this ('ountry, ow ing to a vr.ricty of 

causes the chief amongst tlu*rn being the illiteracy of rlie masses which the GoM'rnment 

have tione so little to removtn In luldition to this, inu.st 1*0 mentioned tlio cmnlnrsoiuc 
methods of procedure unknown to the agriculturist invo]\ ing delays in obtaining lo.ans, 
the failure to understand his varying needs, and even to su]>ply bis necMls adequately, 
a.s the causes whir-h drive the eiiltivator to borrow from the money-kmder tlie sum he 
could not get from the society. Rules for recovery of loans are rigid and .still more rigidly 
enforced. There are complaints that the cultivator very often does not rtneive the full 
amount of the lo^^.n payalilc to him and also for dlserinuuation showui while granting and 
in recovery of lo^ms. There b in evidence a complete lack of human touch with tlie 
agriculturist and sustained arid systematic attempts made to popularize tlie so<deiios 
uTid to bring home to the illiterrde villager the advantage of this lilovement as well as the 
iiKuiace of the lufarious usurer have been in evidence tmly as an cx<eption ratlier than 

Thf Bomhfty *s7fmjy 
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74 riilf?. To siimmAriHC, it is /^onorall^' felt that'tbe Co oporitiri' ('iv'dit 1lft>v<?mc'nt tv> 
Ih^ really isffeeti\ e mu«t l>e baekml up by mueh <;apitjil rt svuir< f\<i ami f lit' adrnbv 

ktmtiou mijM bo nu>re svii4>i4tbetio and less wooden. But oven while nialdT*^^ inipjges- 
tioiiK for ifjerousiug the utility of these scK-iefies, it slH)nhl be borite in mind that for 
V('iirs to Of»a>e 1 be viliage smfyrtir will remaiu, as lie has ai\^a\s inn'o, the foremost and 
tlic rnoM iinj>ort ant eoniponcjit of the viJhige endit oi’ganiHivtitvi, 

(h»VK!iN>.it NT.- The part played by the (ioA'emment iii t lie bnaneo t;f agtieu Mure 
is Tiec;ligibl(‘, In times of famine and distress Uu-txtA'l loans ere grant id l'\ the < ho-mumont , 
But owing to rigidity of rules, striet enfryrrement <»£ tiie instalments aiul siit h id hi^ hide- 
bound methods and measures and jibove all tbe amount availaidi' for Utrrnvi ^mrpowes 
being invariaidy inbiiiiieiern to meet witli tlie gimera I demand t>f the saunty the adva.ntage 
to the euUiv.Uiw is strietly Uiivited. It will also be sixon t hat hicravi being given either For 
weeds and tnostly in ye^trs of scarcity ox fainine, Uh s}>bere is limited to oaudding t he 
eMiliivator l'> tidt' over tJie ]w*riisl of distj’eKs anxl it plays no pc/rl Ivatsoever in limineing 
‘‘be produce. 

The iMcmiiAE ano irrnKK Hanks,“-TVw' Imperial emi other bemks aitd tlteir bTeajcdit'R 
e.r<Mno.'dIy bE et iHl in Bresideiii y towns, big I'ities nml }da(‘es of coinmereial and iu/lnst rial 
irnpmt:* itciu Respite their inormou's r<‘sonri*es, they have .so far done noli) wig to hei]> 
agt i< ult Us i!,i tiuenre t Iiougli agrienlluri' is f In? hasie industry <d‘ t)K‘ country. These banks 
givi' injde fio’ilitics to expoi'ters who e.ri? enabJed to take' in 1 lie fullest mcioaire tlie benetit 
rtf low price.s jis a result of lorced sales fjy tiu* agrieuiluri.sts of thijr [irodneo owing t(» 
a lack of I’oliling power mni also ow ing to the pressing need w 'aicJi always exisls fur re|«’.y 
metif of ad'.;oic(\s. It is a tragciiy and a sail o;,uneiitary the,! during tlirf .slack season 
AV'hife i]jtu-e is a }>!ethor;>, of idle money in the eofVcrs of tin* banks for which tliere i;t no 
lietuam! • veil .d 1 per ceiii, the agricnjl urist has to pay interest, at, 12 to 21 ]>f‘r <*ent. for 
hitiiiu e iK'cdi'd foj' raising i rop.s, Sueli a ftosiliiai will not 1 k‘ toleraieil foj- a mitinlc in 
iiwy < j\ilis(;vl < oufitry and r(‘(piire..s to be remedied iminediately. 

'Tlie followuiig .suggestions are made with a view to improve the. pie.asnt st^ale td 
vigricultura I tin am-e ; — 

(1) As st't fortli hercabove, demand for mojiey prcjH>ndere.t es over ]>o.vfril>]e supjtly r.nd 
that part iaby owing to tin- limit.ed resources of tlie supjd ving, rvgi'm ie.s and pari icuJ«i.rly 
xnving to t he element of risk involved in iwivances due to l la* nnsouod eondit ion of the 
borrowing parties, tlie rate of intore.sl charged is biglier, Jf, thereiorty t he, })ro\ision of 
oiieup liriamu- to tiie supplying agencte>i can 1 m^ fjjrajiged^ the (dement of risk to th(5 
credit .agencies can be reduced, if not eluainatexl altogether, and (hxre will be some 
healthy rivalry amongst lenders rusiiiting in decline in tiie rate of interest (‘barged to t he 
(uihiAuvtor^ 

(2) Tlie eddef and important Hux>plying agency bewig the vilk-ge w?.rcrtT a.s already 
nhowm, he should be given facilitii^s Mucdi as compulsory arbitration, ote., for the recovery 
of his loans in the same way as they are given to the eo-operativc credit .sociolios in order 
that h-e may be made morx> sorvieeable and his risk rodueexi, resulting in lower rate of 
in terest. barged . 

(3) Means shoukl be devised with a view" U> HUpjily tdie^yp linancx; to the lending 
agenedes on the security of advances miisle tin? agriculturist. 

if the custom is estHhUslifsl of the Ivcserv^e Batik advancing on this kind oi stX3urity 

market will be ( reated for such seeuritievi w"hich will lx? taken up by t he nmall investors 
in the mofo. sAif, nnd conHidera ide capiial in*w" lying idle for lack of soil able and safe avenue 
U'tr investnnuit will fun c bey n releu sexl for protiteJ.de employment- 
M(* V 



QrfEOToN 2f.-"The agrlcultunKt ttficr rctainmg little for hift tlomefttu' consuniptioit^' 
RriiigB the produce to the market and sells it through a broker or t he vifh .ge jsovxar. The 
tatter in hie turn brings the goods to the nearest market sititated in a talvkn town for 
dUposaL Tlie gc>odM arc sold on the same day at a price mutually agreed to bv the seUer 
and the buyer. But it is natural that proper price c'cnriot be rcabHcd for the produce 
by such a haphazard method of sale, (kmds will i*ealizc t heir intrinsic value only if they 
are not forced upon the market which would dctdine by the slictu* weight of the 
commodities coining in Wlk. But the same should be stored and sold by degrees only 
when there is a demand for them by the buyer. There is. therefore, urgent necessity for 
establishment of warehouses in all interior markets and alho for the provisioii of fmanec 
rcMiuisite for adv'ancf‘s against goods so stored. Under th(‘ present arrangements thcif; is 
the regrettable spectacle of an unequal eontc^t between men hants {vnd exporters, v.c.y. 
purehaaers who are p(*ople of suimtance and besides c<*mm;iTul vast fuiuis and ftvcilitics 
from banks and other organisations and therefore in a position to take a(hantage of the 
weak position of the sollcrs and buy off their produce when pric es Inivc d( <“ lined tc* the 
lowest level of the season on one aide and the helpiess cultivator illilerate. hopelessly 
indebted, unaided and unfriended and with scare eiy a ray of hope or cheer to console 
him on the other. Owing to the weak position of sellers, the ]>rotiii( e is sold cheaji and 
it ultimately tella upon the economic posit ion of the .‘igric ulturLst . 

Therefore th«^ neccsi-ity for provision of nuqde fiin jeu* and storage cu'conimodatiou 
are the two main pillars on which the whole economic* structure dehignc'd in the jnt<‘r('st.s 
of the poor (.leasuntry can be* rc'icrtd up. 

lh.)()liS.— ’’nic formation of pools and the* extension of co-operative etbnis on sfuind and 
proper lines arc' nec'tsssary and desirable as tViev cruiduce to r<*aiizc better cs for coin- 
itioditicH, Wdiile <*liniitiatfng unfair coinpetit ion and pri< ('-cuttiug. ( in hc wili giv e 1; ( ilities 
tidso to louvers, who jito generally cvxportors, to obtr in gnods iu sutlielcnt (puvntity and 
of i*equircd quality whenever they Wiiut to elfec t t heir jean bases e t a part it ular''eentv(\ 

Banks play a very insignihcaiit part in finaneing the internal (rc.de of the (‘ountryv 
There is a very limited number of brain Ites of jttinl st<K*k lianks in tlte interior townr. 
The Imperial Bank has during reeeut years opened braneluss mosliy in the t entros wliere 
they eouhl obtain the work cd (lovernment treasury. Tluse iucon bes advanee very 
little on the .securities of commodities stored in their own ( cntrcF. Tl.r\v only ec.s^h sight 
hnndo^ drawn ot \ the Bombay firm by their nf>e(»untry bn*nch or agency or fcH drafts 
payable by the Boml>ay or otlier branches of the lm|)eTial Bank. hi sen tliis limited 
facility is given to ts few selected parties amongst w hom are ehieliy exj>ort er.s w'bo arrange- 
witli the Head Offiet* or wdth the Accountant (b nerai fur the amount ii'quired, ver)^ often 
at a huntli cxc-luiiige rate, ?.c., lower than tiiat usuaHy tjuotesL These facilities are more- 
over not extended to the local mercantile community generalh but only to a small number 
wdvose hundis are taken tlunigh only to an exteut whk h is mu(‘b smaller than would be 
warranted by his standing and resources. 

d'he hulk of the prodm ‘0 is tinauccMl by tlte fihroffs, but lately exporters, wlio are mostly 
noinlndians. are making dimt purehases from the npvoiudry markets anil from the 
agricuH uri.sts throngb the organ iiswit ion of Aludr own agencies w hich iliev are establishing 
every year in in^icasing numlKW thus gradnally ' on.sr>lidaling tVicdr strangle hold over 
the iratle of the (wuintry. It is, therefore, net essary to iubqit ineasunivs to rcnaxly this 
unomalo\is statl? of things as early as jtossible in order that thi? eeonuinic inteix'sts of 
hhe < ountry inav not mined Inyvond n deinoliou. 

Tk4i BauilKiif Shroff A mKiftiicm, 



Bemittances. — I ntcmal remittances arc cluefly d<mc means of 
but sometimofli cash or currency notes are also iise<! for this purpose. No ditliciilty has 
Ijeen e.\^;erieneed in iiitc‘rnal remittaui'c hy the iisi* of hundu\ wliich have fultiUod all 
the roquireineiits of the trade in this conuectiow. 

The only negotiaVjle instrument that pla^a? an iiup{>rtaiit jairt in financing trade is 
humli. Tlicre arc two principal varieties of hntdis : dai%ihani or sight and nimioii 
#or iisiinco hvndi The former again is sub-divided as: (1) Shahjenj^ {2} IkklHidnarjtjff 
fprescntoi’h (•!) Fariruirnorjog (order), (4) Namynj (pax’abJe to jXM’Son named). These 
forms are curnmt in lise and arc fully dealt with in the commentary of the Negotiable 
Instruments Act- Agam hiindi is not governed by this Act alom* l)ut l>y usage and eviKtom 
'of the p]ac(‘. If tliese an- ine<ir]X>rated i i fltt‘ Act, some anomalies tluit luive crt'pt ir., 
will 

Darfihffni hundiH an* only in use for tinaering infernal^ trade and for puriwjscs of rturatt- 
’tAiu es. Mndali hxndis have r.early gone I'ut of use owing to paucity of finam.'c, inipositi»ni 
of lii'avv shuupduty and n!>scficc of r'cdi.'H;ounting facilities with lni|S'rial nu<i jc^int stock 
l/ai.ks. d’hes! hitndis whjeh arc iiistrurncnls of < miit facilities in a most approved form 
and ad(i|»tcd t>> la-ai Jy a! ! the ( i vili/cd ci>untriesof th<‘ workl lui vc bworne extinct in Ijidia* 
It is ii del Jtaaiilc {'art oi the linaiicial hiNd>ry of this country that no tinancicr or the 
< iovt-rn’iifiit. has uf)tjl non coiisideiXMl the causes and effects of <1)0 disuse of tinre h^rnddi 
td'r ida.* Ihds) on the gencnif < redi! orgaiiisation of thf* coinrf ry. Tuesc h^indl*! avo very 
usfd'ul in Itio (’xpiiiision of trade and endit facilities and \n hiie Uu)k.s in most 
.4 tlic < oiintiics of the \\<u'!d nlTili/.i' a big portion of their fniuls in tliis l.raneh c<f business 
in ijid) i *>ii!y an iidiniicsimal amount is lent foi sv.' h business by tlic liujK*rial Itank. As 
ictiir as t!a‘S(' aridil, rh.H vimerdM are not utili*/,c<l to tne fullest extent, jiroper bankuig 
faciiiiics i^-ading to generiil growth of trade and eommeree will rightly be li(d<l to Ixi 
ctoii-oxist' lit, Ntainp duty im the internid time hundLi should, alt(>g(’ther aboJisheti 
and (iis<aMmtfiig a.nd rt (lise<niii( ing fa< iiitie.s vsljoukl be extendexi in an increasing 
measure. 

lNSTi-a'Mi:xi‘s; (Kf' <4\v.\ rj:SH id*.-- There: is at present no legal and vaUfl instrument of 
o'svncrshi}) of goexis or f>roduce on which money can be raised (»r advamX'd. But in 
practice l aihcaN' receipt is consirlered as acollattTal security IfiougJi tlie Hail v) ay Companv 
sbxs not u'-cept the ladder of t fie railus.y recei]:»t for title of goods. Hut in a recent decision 
of the I'l'ivA < ’oiiiu il hi this metier, it, was hcM that the hokler of ii»e niifway receijit when 
lu' had made io tual payment against it, Inus a rigid on the goods covered by tiic* raihv£i3^ 
.rev'ci]>t as against liic rnKb-rsor aiu] consigrioie ilow evaT, tliis does nf>t make the railway 
Tcccijit a souiitl and satjsfa<-tury .st'<*urity. It is, tlu refore, ms ossary to make the railway 
receipt neg* tiabk* aiul legal and valid insUument of owaiershi}? by amending the H iilway 
Act. tMJu ilai'by bills r>f lading; of steamers fltat piy iJie coastal trade should be made 
rjegctialde wdtiiout any ambiguity'. ,Sucii a railway ns’cAfit or !>ill <4 lading will gmcatly 
licip to incrxnise cretiit facilities, evhen the goodis are in trau.^it as the security offcied by 
them to the lender will Ix!; U^v’ond dis|)iJtc- 

LiCHNSEn W AiuciiOt SES. — The other usual instrument of ow nership for crcxlit purposes 
is the warehouse nn eipt. But there are at pre^aent no warclionsc s existing in the interior 
■worth mentioning for W'arehousing prciduco excxrpt a few for t-ea in the tea districts. Jfc 
is true that there are the usual lk>rt Trust wareliouses in the principal entrepots such, 
as Bombay, Calcutta, Mailras, Karachi autl the like. But these arc exclusively for 
•the storage of imjxntod aJl,i<‘leH and thuH they can lx:* safely takr-n au nona xistent so faj* 
m the prtxiii 'C trade is cuiH.'criHxk 



fn d big fjrcKtm^ing cotjnfcry fikt; liuira liccn«r?d wan*boti«r!s arc of vita] iiri[K>rf4uce /<j»r 
storage of {wtiduce and indigenouB mamifat^tumi gfxxiM a« well m for raising finance 
Ihe security of these. It is, therefore, necessary to establish licensed warehouses in all 
hn|K>rtant markei places, railway junctions and stations and in the ports on the same lincis 
as prevailing in the United Stat-es of America, 

(^IJESTION 8. — Lk(*al PKOCEotTCK. — In stiits for the rccr;veiy' of dcbfff and other 
di8|.«tes the present judicial system is by common consent found to be vci'y cnmbc;rsome,, 
dilat >ry and expensive. Owing heavy hills c*f la\\ yers, high cost of stamp duties, 
worries and annoy a u< CM attendant in the protracted h’gal procc*(?< lings i^nd delay in 
obtaining justice, merchants generally do iiot n-sort to court but in a large majority of 
cases prtdcr to settle their large cfaima for a small snm. It is, therefore, tui^cessiiry that 
spf3cial facilities in this connection shall Ixj given with a view to minimise \‘Ost cff 
IHigathm, aiKl to shorkiiY the time taken at piesent tc get decrc^es ready and furtlier to 
devise measures to exp<xlirt;e their execution. 8|K>(‘ial tribunals sliould ]>« provided 
where commercial cases should be given pn‘cedence ever r thcr work and merchants 
selected from X)ijiiiel8 fer dificTimt trade be aeketed by tkt‘ court t,o act as asst'ssors. Cost 
of stjimp duty should be ltd uccxl to the minimum and legal pnx edim^ sliould lx.* so 
simplified as to lx^ easily intclligibk^ to an ordinary man and at knnpts to h'Vjgtlicn 
proccf'dings should as a rule lie sternly repressed by the court. 

iiXKCijTloN Of Deckeks. — T he dclay^s nnd the extortionate exjK^n.ses invohcxl in 
ex<'cut.ing a decree an^ too well-known to retpiire mentioniii,!?. 

Again the procedure in resjx-et of ])roportv atlaebod is very cinnliei sonu:, '‘Kpeusive 
and often inll of abust^s of which the debtor takes tlu3 fulU prcvsiblt^ advaniagtv 
Procedure in this matter rthoiild be simpli (ltd so as to oxlucc cosls and delays and 
fsnsuTO a stricter (Mnilrol giving an additional security to the aggritv cd creditor. 

As regards deiU’ces against reHidents in Xa-tive .States, luiving regard to the uui(jiio‘ 
status, dignity an<l unquestioned reputation for justice, fail play and irupartialiiy, w hich 
the PrcsidtHicy High Courts enjoy, the decrees of His Majesty’s High Courts of dudieature 
ahould bt3 acceptoti for execution by all Native S’tateH w ith or w ithout addit ioruH court 
ftH?s as ehargeablc* in the respective states. As to decrees by BritisTj fridian Courts otluu* 
than High Courts, these Rhould U' good for e.vecutioii in such States as are at juesent 
iKmnd to <*xeeufe de<;n*es of an .\gency Court but whh'h refuse to oxisuiti' ]>rit mh Indian 
decrees on teclmical grouiMls only. 

Insolvency Act.- -T his Act was meant to give protect iun only to deserving and 
respectable jMHiple who were not al>le to meet with their financial iiabLIitios ow ing to 
eircumiita twos urifore.seen and beyond their cont rol. But owing to tiie lenient inter|)! ota - 
ti on and easy application of the law many uuscnipiilous ^xuiple in order to shirk their 
liabilities seek protection of tlfis law. These unscrupulous people sutfer nothing while 
the public liave to snfior heavily. It ia, thereforo, nncosBary to make ihe terms of thia 
law stricter so that oidy cases of genuine hardship would c*btain relief, and the 
dishonest debtor Ik? restrained from making a shamelesa use of the sa uie. 

DiriacitAN AciRicuLTirRtSTS^REUFF^U’T.— This Act was passed iu ordtu' to protect 
tho agriculturists against the unduly liarsh demands of their creditors. But the Act has^ 
failed to achieve itsticisired object and the protection afiorded by it has been much abused 
by numerous petty traders, who at the time of the rejiaymont of debts, represent them- 
•elvcs aa being agriculturists though they obtained advances as businessmen, Tlvia 

T/ie ik>mh(iy t$hn0 As^ociniion^ 



the it^c^Saityoi going to mofas^filOijinriii which involv<^!s great antioyaiiee, 
anti delay, Hettce ahroffs prefer to refrain from this sort of business and the agriculturist 
is consequently constrained to seek help from the usurious «K)m>y'lemh^r. It is, theix^forc, 
in the interests of both the shroffs and the agriculturists that this law be rept^aled thus 
rcmovnug an artificial obstacle in tlio recovery of loans, llclereucc having already becji 
made in resjH'tt'i of this x\ct in the opening paragraphs, it is not prc'posed t{» make further 
comments here, 

SECTION II. 

From times immemorial, with the evolution of tra<l(^ and coiumerce in India , shroffs 
(Indian bank(‘rs) liuvc always compt^tently filled ilie role j)f capable and enicit'ut 
capital-providing organisation to the tra<le ami irulustry of tlie country from one end to 
tlie otlier. Their age-long exp^irience, high moral standing and sterling integrity 
comhinral with liereditary business a<nimeu of the highest order have won tlumi for ever 
th(? unshakeahle confidence of the rank and file of the people and princeH of India st> 
much so that the smallest of them would feel such a shame at his failure tliat he would 
not like to show his faw to the general public after a niisforlune of that kind whereas 
feeling of this nailin' is unknown to the banking tradition of the west. 

With the passing of time, they have Imilt up traditions and eiistoms forming a sysimu 
of indigenous lianking in India, whieh is extremely praetical, piqiidarand answering to 
tfie peculiar needs of the Indian peojile. 

Th(' advent of modern banking in India instoad of eelipsing th<' importajicc', of tlieso 
shr-iff'^ has all tlie nion* brought into relief the iiulii-pimsablo nature! of their function.s. 
Although tlie rnodi'rn lianking institutii>ns have taken over a part of their InisinesH, Iht'y 
are not iiK'liiU'ii to serv^e the proper needs of the internal t rade of the country. Moreover, 
thf^sc institutions generaby sliow lack of interest, sympathy and will to uiulerstand tlio 
customs and the habits of thi* people wdio are eiigagi'-d in this trade. d‘hi.H i.s the very 
“ raison d’etre ” of Indian shroff.^. 

QunsTioM I, — 'Vhe functions of the are identical for all pract ieal ymrjjoses witli 

those of the inodiTn banks. 

(1) They receive luoitey on ( urnuit and ti.ved tieposit accDuntH. 

(2) They advance money on call and for fixed periods on security or on personal 
credit as the ease may bo. 

(3) They arraiigo remittanees by issuing huudls for privates anti trade jiinpostih and 
also undertake the eollection of the same. 

(I) They aet as couimi.ssion agents in respect of commodities such uh eottiui ; ct ds, 
grains, gold and silver and do the linaiiciug as wvii. 

(5) In general Hkrvjfs provide a major portion of capital to tlit‘ inti riml trade of the 
country. 

Question 2. — As made clear elsewhere, agricultui'c derives thtr monetary he!i» from t lio 
village aotmars who combine the functions of jxjtty and wdiolesale traders, commission 
agents and money-lenders. These sowcars have business relations with skrofjH rcHidcnt 
in nearest nufussU towns, wdio in their turn are connected with the shroffs of lug <dt)fsi 
and ports. 

The ImiKjrial Bank, exchange banks or the j<jint stock banks take very little part in 
financing of the internal trade wdiieh is chietly concerned with the movement of agricultural 
products and of the raw makrials from their sources of production t o the out yiorts for 



i3X|)ort find ol tliurc finiHtietl procluctji imporUtl iriostly from abroad to tho uonsiituorj^ uli 
c^vor the country and of coinmoclitk*« from ora? pla<e to otlKir for internal use. From the 
-smallest village mmxar upwards to the biggest resident in big cities, the financing is 
generally done on personal credit and funds are transferred from one place tt> other by 
a chain of humUs, gonertUly sight hnmiw^ which sometimes circulate in the country tiU 
they reach the drawee’s place. W hen they arc drawn against raihvay receipts, they 
are sent direct to the place of the drawee. An roganis irnfK)rt trade, goods are sent 
generally direct to the purehaHcr, who makes payment by j)ui chasing kiuidi^ on the 
place of the sender^ if available, failing which tries to HcViure hurtdk on Bombay or 
Calcutta which are th(^ chief money market centres of the country. 

The above functions are mostly can’ied out by ^hrojfs and, ihendore, it is easy to sec 
that their services and tht3 uses of their capital an* <ouiilrv-w idc and imlispe usable. 
Any advance of banking system in the <;ountry is bound txj be abortive if it fails to take 
into account thestj indigenmiH banking orgajnsatiuns wldcli exirrisi' a vost and deep- 
rooted inlluenec over tlie ('om 'try's finance and trade. 

As pointed out above, the shroffs act both ns financiers and coniinissit»!i ii'.n rds for Ihe 
eommo<litkis that iuwc to change hands Ixdore rctu hing their iihiunite «k'Ktin ti<n , but 
theie is another side to these luuikieg activities, vhh‘l» is no less im]»ort;ini. 

All iiuiustrial enterpiizes started by imligenous iuitiaf ive such as tcxtilo mills in tlie 
ginning and pressing a?id sugar faetories, eib (lour aTid t ii e n illsc-nd sui. li <>(hci>: 
are either the ireatioUvS of the shroffs or are financed ) y thcin. A{s<n silk and cotbu) 
hardlooni Industry, gold thmad juaiuihuttire tuid luanv ether iijics of lesser inijx.rliuu e 
are, entirely dependent i.};on tlie fuiais {)rovi«!e<l by thc.^e shrojis titliir tlireetly cr 
iudlrcA'tly ; and, tlicr'i fore, shoukl these shrojjs gg't proper hel[>, tta se cone<‘rns aic sine 
to git inoi'o supjjort thereby. 

(JUJ^i.STroN d. As these shroffs do not publish the list of tlr ir aN,s( bs and liuhilities, it is 
inifKVssible to estimate even apfwoxiniately the amount of cupdal in v< sled by Ids s< ])co})le. 
Although ) to tigim's can Iw given, the collet ti\e t apital st; uti!i/,id is indis]tutably 
great. 

Similarly no statistii s aix' availalrle to gauge the volume of business triinsar teci I'V tliem. 
But my committee in order to givf* an idea, would like to abirm t hat taking evcr\ t hing 
into coMsideratioji their total turnover of eash during a v orking duv in Jk>TulKi\ far 
excw<hs t he correspeiiding ligurcs of all the lo( al tanks taken toy/- tlu r. Ddycrent assvM ia* 
tioiis of shroffs in Bomljay ebJrn at least l,t:(K) |ersous vvhns^> ndal turnoxt r of cash ]H*r 
day t»n an average must be over Ks. 2ddK;0 for each member. Ikusing the eah ulidion 

on this figure, tne h)t;al tvriiov< r h r a vear woul<i be n pjx seated by the tigriivs 
00, in fact a I ig/ amount. 

Shroffs work with very' little hiirdcn of overhead ex[X'nsea. T’heir system of to-eounts' 
and business routine i« the siinplieity itself witliout loss of elticient yy in any way. Their 
method of working would certaiidy take cut a leaf from thosi? of the modern biinks. Tlie 
Indian shroff has no use for costly ofiiee premitjes, expmisiv'e furniture, muitiplicatiori of 
istaii ai,d the attiadant paraphernalia of westtmi banking institutions. He is by nature 
and tradition » fix^i believer in all the teneta of economy and thrift and nis keen eye would 
never tolerate any item of expense, however trivial, if ho can avoid the same. His staff 
ia manned by compjetent and trahicd persons who consider his business as their ow n and 
w ho are extremely^ efficient and (juick at their work. . Each of them has: to daily pen form 

T hr Uitmhmf Shroff As»i>cm,iort^, 



duties ot sue h a varjuiig nature that no bank eiiiplovec <‘ouhI ijorfvu ni theni e<|tiaHy well. 
They peri«:>n»ili 3 ' attend many de tails of the routine work, Henee the incidence of fthroj^V 
working ex p’jtt SOS is very small in eompanson with that of the banks. 

SirriOFFs’ Relations with oke another. — T he relations of ffhrojfs with one another 
are the most ( ooiial and they work with each other with very little jealousy or suspicion. 
Whf ue\er any of them requires funds he airangcs the same over the phone. 

or the J^huoffs with the Imperial Bank of India and twk Joint Stook 
Banks. — I t should be maile dear at the outset in very nTiambignous terms that the 
InijAM'ijd IkiTik and the joint sUn'k banks do not rt'cognise the status rd ^^hroJJs as their 
fellow liankers and the treatment af'corded to them is just the same as is given to other 
diiBses of merchants. They nw*eive no iai help fnmi tiietn etJier than what ean be 
olttaiiicd m ordinary routine by any (>f tbrir eliejds. U uoold go a long way if the}' 
sh( w(h1 Ui tlie ,‘^'hri'ffs tlie same* courtesies and placed in tltcni the snine contidenee ns 
tb -y do wldle transiu ting businesR amoteg tiiemsdves. This hM|*i>\ const. in rnation ia far 
fjronj bei! e n rtlised .so long as the hufx ri'd Bauk of India, eonsidnet] .»s the perennial 
foil? lahi-lH'.,d <d country's tin;. m e, |(laente<l as th(‘ Bankers' Iknik and cdh< iating as the 
(hcv< n intent's Ikinkms, (!oes ncO recognise the status h ahroff.s occupy c/c facto in 
llic }>]»]icre of iimou'c . 

?t iiMso'tcn idsi ii jciscrlcd thal among I TKucj i()j!s (»f t’d,-; jjrime Ihink of India, 'uliidi 
fOr many m d l-d rid cinirm Ter. 'mcMif 1 1 (doonnea i v. hs h c reate tlie banking lialiits* 
in tf'.e niass*‘s aid hvxicv credit facilities to the trade* and agriculture of the 

c?)U; t]‘y. 

Witli a. \icAv to iin rcasing banking fmilitie.s a.id attracting the uneinpluyed eofutal 
from inve siors and also t » put into prai lic e the oliovc* intentioi.s, a nund>er of brancliea 
ha\c' lu cn ot/nu ,! in Inc ne>/a.s,n/ towns. I((?\v far tlu'sc liaxc' fiJ Idled the dcssired object 
nr-cds no conuncnl from u.s. 

'riic's^ )'7;o ('la s are iJifirnied by [xT.sons w lio have s^’ant Icnow ledge of local ( (mditioru' 
Rud who never show any desire tc^ nudcratniul s\ m]:atiictica.l]Ng tlie local .needs of the 
people. Lilo‘ aiitoinat.ons tl'CV have no initiative of tbenr own but act in ev<'r\ thupg 
n<'o<cv]in;/ to t he instruc t ions of t)a‘ liead othce. lA a\e a lone tiie farnierH, r\en tho 
nicr' anli'c; c ommunilc- iuiac* little* chatu e to ivtcicc* any f.vc ility at these l.i'ancdH's. The 
btnncli ugi-nts c'onsidc r tlicnisd ves as scnii^go\(‘rnment olll dais and live aloof and 
ur.crm' e rned i)i tl)c st vie of the c tlji ialdorn. Thc*se ) ranelies ne^cr publish their t alaju c 
nla.-cts w'liicjt, if tlmy did, would fairly rc‘\eal the result »>f thenr business activities and 
there arc strcnig rcaconH to believe that many of tlie ncAvly mpe reed branclics are working* 
at a loss in spite cd' the better capiital facilith s provided by their |‘arent institution and 
Govi rnment finicis witiiout interest. 

ImfMn taTit busine.^-s of tliese hr. am lies is to rreeive deqwesits mcne of wfiicJi go to them 
owing to the Iihah j>osition enjoyed b,v them. The most c.f thc'.w de}K»ftit« arc* transf{*rjX‘d 
tx) tlie head olliee. d'his lias prc'A od injurious in mere than one way as tlie money wliirh 
is drawn from tlie disfriet gexs to sweli the eoflers of the* head olfieo wliieh oiixerwifto 
Wfudd have bee n ntilizcxi in satisfying the requirements of thy flistrict ii8#.df. Tl'C local 
Bhroffs btivo also to put up with this unfair cc mjxdition as the money would have 
ordinarily gone in their liands had there been no branches there. 

The ImrK’rial Bank cT India with its lop-hen vy administration and tf»e liylirid eharaefer 
of it.s fimctions Itas failed to «v complish it.s object. J he Banl: has frcsi use of Government 
money idrI of sctoi-G<>vi ruinent bxik's like railAays, Port Trusts, c't<*., witliout interest 
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nud on of the Government, the administration con?fitiers Itself a semt- 

Ooverriment body imtramellerl by the public opinion. The Btuff is oilkeretl mainly by 
Euro pecans w\w know very little of the people with whom th<^y have tt> deal and, there v 
foixv on the whole evinco very little sympathy to the nier<;»ntile class. 

The rnojufifdl branches ne\’(ir advance against the agrkiultural produce and thosfi of the 
Presklcncy t4»wns do advance only on tiomtncKlities like c olkui and jute, but the Kurojxmn 
merchiintB get these' fac ilities more (msily than Indian men lianis who are lookt'd u|K>n 
with a fcx'ling of (lif?trust b^ tl»e authorities of the Jlank. 

dd'iC Enrop(*ai> merchants arc able to jxu'sviade tlit.'Se very aiith<*ritif^s to make tbeni 
ndvanc'cs against their gc.iKls lying in the tnojus^il on the sca-urity of a letter cf hypothe- 
cation while on tlie othc'r hand an Indian merehaiit will not stand a c-bajK'c of inducing 
them to advance irccney on his gocxls even if he is prepared tc* place tliern actually in the 
mavtedy of tlve Bunk, 

Cricdit FACTMTnis viioviDKn HY THK Tmpkkiap Baxk OF India. — The imperial Bank 
of India i» C'm]K>wered to advance nicmey t<; those who are o?i the Banks’ list cd approved 
parties, but tlieirnumlir r is naturaHy sinnll as the nK'tbcHiH of ajyproving a party are very 
crude ^nd a good many .s{)U];d partucs are withheld from taking the beiictitcd this facility. 
The instrument gcner<dly nscxl w hile giving such a errdil is a promisscfry ncte called kuvdi 
which should he sigmd by the Iwrrower who must be known B) the Ikink and com. ter- 
signed by one of tlie parties on the Iknks’ appro v(xi )i.«t, IsUh vi them makuig thmisclves 
lesponsible fur the repayment of the loan jointly and severally. 

The Bank shows itself roliieiant to deni more in this brarn'h (d the bi.siiic^ss as tlio total 
amount advam'ed ujuler this hetul hardly anumnts to four to live crores of riijccs only, 
while banks in other eountrics, ehielly the State Banks n,n<l Best rve Banks em]>loy bulk 
of their funds in (Iheounting the trutie bills. 

It is alleged by some eritii.’S that it is ditht nlt to t.btain sullic it'iit amount of 1 r.nle bills 
in Intiia, but tlmy s|:,x>ak witiiout. knowing about the real state of ctTfiirs. 'i here* is really 
dearth of the genuine tnnh' hills in India and there can he inute looking to tin' voluna; cf 
internal trady and dimensions of the : ouiitry. Jhit the InijK'rial Bank of India inn; failed 
to create a market for theso hills hy showiiig a gnait unwillingness to diseount them in 
largo numbers whicli siionld have bet'i) its primary function as the premier banking 
institution of the country. 

Wliat the Bank advanees against pr^miissory notes {huridts) is really in the nature trf 
an acecmrnodatioti and it is a misnomor to <-ail the same humlis (»r tnwlo bills as they are 
;.r 1 drawn against sales of any pmluee or gomls. 

To meet the Roasoj^J demand for more funds Government lend to the fmjxrial Bank 
to the extent of twelve crores of ru|we8 from paper currency on the steurily of first eifiss 
inland bills. The Ikink has availed of this facility all these years, sometimes to the full 
extent. It is surprising that the Bank has given bills to the papx^r currency for the full 
amount when at no time it hjwi more than bills of 5 eroi'es of rai)ees. It is admitteti that 
the Bank makes up the full amount by taking hundh from the parties who have a cash 
credit account and have jjledged some security for the ivdvancc received from the Ikmk. 
This is a flagrant misuse of the spirit of the Act and the powers vested in the Bank and the 
lino object of supplying money to the gcnoral public is thus defeated to the detiimeid of 
the vital mieTCsts of the eountry’s trade and agrioulturo. (Fide Gurivney Commission 
.H ('pt>Tt , \\)1 . II , p, 21.) 

The Bombap Hbrnff 
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Th© injustiiDo of the Bank's taotios is so apparent in tnis CttSc; that in no other country 
except India, it would have been tolerated for euch a long time. 

Banks corducted on business-like principles are alwa)^ expected to be sympathetic 
towards their clientele and their needs and make it their tirst business to guide them in 
Enancial matters with all the exfierieiice and rosounses at their commaml and arc always 
kot^n to devise ways and means to advance their interests and well-being. This feeling 
is generally visible among the ^tvrars and ahrojfs in India but is absent in the modem 
baiikiug institutions of India. 

The Imperial Bank of India was brought into existence by the am; Igamation of the 
then existing Presidency Banks. These latter w^ere promoted by^ the European business 
houses in order tr> finance their trade in this country. They W'ere put in possession of 
large amoimts of Government and quasi-<jk»verninont funds without interest and also 
entrusted with Govomment business on terms which any shroff will envy. The share 
capital uf these banks was mostly Indian, but the directorate was stiietly non-Indian 
exce^/t in the case of Bombay ia latter years, xVll the respon-sible }X)St8 were a closti 
preservo for the Europeans, and an Indiajx though fully qualified and of unquestionably 
sufK^rior attainments was considered to l>e unfit merely l)ect.iise he w'as aii Indian, while 
recTuiU'd Eurojx^an youtlis without ^ny oxf ericnco whatsoever were plaml in twsitinii 
of respcnsibility and trust over the head of his Indian subordinates who did all real 
re8|X)nsible work. 

The Impc^ritrl Bank has not only faithfully kept up but considerably addtxi to these 
traditions inherited from them except for a few crumbs thrown here and there to satisfy 
the clamour in the country alK>ut Indianisation. 

Even in the matter of facilities to the tra<le the same disregard for Indian interests is 
in evidence a/id there ia the same rcadine.s8 to supply all the w'ants and requirements cf 
the Eui-opcuin trade and commerce. Facilities to shroffs and Inrlian trmiers are limitc<l 
to the barest minimum and thus wo see this pit*micr bank of tne Indian (iovernment 
working against Indian intert'sts. 

It is, therefore, the considered opinionof my committee that the Imperial Bank of India 
has so far totally failed to fulfil expec tations and hof)e8 of the Indian public and the 
nature of its constitutioii.is such tliat tliere can Ije no Lope of ever t>btainiiig any good out 
of it in future. No amount of half measiirt^s would ever remedy the inherent defects of 
the organisation and, therefore, it is necessary that its p>sition as the hankeis’ hank 
and the Government bankers must go. My committee are strongly of opinion that the 
present contract with the Imj>erial Bank of India should not lio renewe<l again after its 
expiry 

The Hesebve Bank of India, — A s said before, the public are not willing to give 
a furtlier charter to the Imperial Bank of India to direcd the destinies of tht* Indian 
finance. 

To replace those functions of the Imperial Bank of India therefore, a new Central Bank 
which may be called “ the Rosenro Bank of India ” may be established with offices in 
big cities like Bombay, Calcutta and Madras which are the clearing houses of India’s 
foreign and internal trade. 

This Bank should bo wholly a bankers’ bank and should not enter into any ordinary 
banking business. Currency and Government business should bt? entrusted to its 
care. 

M‘' Y S3 — 1)3 
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To make this Bank really effective and serviceable it is imperative that the directorate 
and the management should be entrusted mostly to Indians to be selected from 
the commercial community, otherwise no useful purpose will be served by its 
establishment. 

True sympathy and understanding are only {K^ssibk* if the jK^rHons at the helm are those 
whom the public can trust and approach with case. 

The second thing of importance is that the Bank should give the shroff.^ the same status 
as the joint stock banks and accord them the same treatment in all matters. 

Qubstios 4. — This question is treated in the miction I under question 2. 

Question 5. — Shroffs grant loan either on personal Bocurity or against goods or 
property pledged with them. 

The ujicountry clients got funds by usually drawing hundia on Bombay shroff or 
sometimes the shroffs send them money in cash or currency notes. 

In re8|)ect of the goods purchased on account of iipcounii y j>coplc. the ahroffa generally 
make prompt payment to the seller here and forwanl the goods to the upcoiintry buyer 
who returns the nioiiay after the arrival of the good.s acconling to his convcuncncc and thf? 
terms agreed. The shroffs employ their own private capital in their husiness, but they 
also accept dejmsits of varying tenure. During busy season when heavy calls art^ made 
upon their resources they also raise money on the security of goods in their (mstody or 
forw^arded to them for sale. 

Rates of intoR'st charged for the advance and paid for the deposits vary ac£‘ording tu 
oircumstaiices and follow the baiiU rate ruling at the time. In busy season the rate of 
interest for advances is the samt' as the rate for bun owings, but in sla<‘k season the fornit r 
is generally b |)cjr cent while the latter adjusts according to the prevaiont market rate 
and is often bedow the market rate. 

Question (I — -The shroffs of big towns and cities are not directly eonnc(dcd with the 
agriculturists in their financial dealings and the question concerning the rate of interest 
in rural arc as* has been fully dealt with in the prcviou.s sc(d ion of this stateiinml. 

Question 7. — There is no prejudice against indigfuious bankers anywhere in the 
country, but, on the contrary, they aR held in the liighest esteem and resfKH;i by all 
classes of people. Their probity, uprightness in commercial dealings, adherence to 
spoken word, sound business principles and many other qualities w'hich have stood the 
test of time, have combined to make their position something unique in the eyes of the 
public. The term "'shroff or shah"' has associations of unassailable character and 
security in the l>opul||| mind, 

Leoal Disa BiLiTiics OP THE siiuoFPS. — Shroffs indifferently protected in law as their 
status is not recognised to be the equal to that of the joint stock banks in spite of the 
functions of both being identical. The courts of law^ apply the English banking law in 
case of the joint stock banks wdiioh enjoy all privileges and protection afforded under this 
law. 

The silent and incomparable services w hich these shroffs render to the Indian masses 
have not received encouragement and adequate protection. Eveiytliing has been done 
to facilitate a modern banker's businass w'hile the shroffs have to fight their way all along 
against adverse forces and are obliged to stand on their own legs and resources, 

Ths Bombay Shroff Association, 
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As a the right step in this directi an would be to recognise their status as 

equal to the joint stock banks and also to extend to them the privileges enjoyed by those 
bankB» 

Income-Tax.— M y committee would like to point out here the invidious distinction 
made by the Income-tax <iuthorities in their treatment to shroffs and joint stock banks* 
Income-tax officers while making their inspection of shroffs" books, as a rule, take down 
addresses of their clients to whom interest has been paid. And on this information, they 
are served with notices for submission of their Income-tax retunis. Owing to this sort 
of fishing inquiries from the Income-tax Department, clients of the shroffs withdraw 
their deposit s lying With them and transfer the saino to banks w here they consider them* 
solves better proteettHi as the Income-tax aiitliorities dare not take similar iibi’irties with 
their accounts. This action of the Inoorao-tax Department has seriously affected the 
finanoial rosouroofi and busintws of the shroffs and hence my committee suggest that this 
sort of treatme^it should at once be stoppecl. % 

Shroffs’ Dealtnos with thkir clientele. — D ealings of the shroffs with their 
clientele are bona fide and done on sound lines. A very few disputes arise in course 
of their mutual relations. 

Qcesthjn 8. — In the foregoing pages my committee havo tried to give a correct picture 
of the indigenous banker, the nature and mode of his business and his ndations with the 
public as w'oil as with the moderni banking institutions of the country. 

The following are the suggestions of my committee for the improvement in the 
position and the status of the shroffs (indigenous bankers) : — 

1. Facilities should be given and attempts should bo made with a view to co-ordinate 
shroffs so that their system of work will thus bo brought into lines with the present day 
orgaiii/(^d banking and tlH'V will be miniaturo joint stock banks by working with them 
with greater freedom and foresight. 

2. Th(‘ shroffs should be given equal status with joint stock banks and should bo so 
ocognised by the Keserve Dank. 

3. The shroffs who work aecfording to approved pritifriples should Ix". accorded the same 
facilities as. are given to the joint stock banks in relation to law, 

4. The managernent of the business of the Government and the trt'asury balances 
^and curreuf'v tdiests w hich is at present entrusted to the braruiieH of the Imp-rial Bank 

of India should b«* handed over to the shroffs, 

5. The shroffs who may be taken on the approvedllisi of the Keservo Bank will submit, 
if so required, audited balance sheets to the Bank. 

Linking of thk Indigenous Bankers. — 1. The Head offices of the Beserve Bank 
should keep up-to-date lists of local shroffs and merchants with particulars of their 
standing and stability. The lists should be prepared w ith the help of important local 
oommoroial associations. Information from the lists should be made available to joint 
stock banks and all shroffs with whom the lieserve Bank directly deals. 

2. List of important shroffs and merchants in the mofiissil should also be prcpariKl by 
the Reserve Bank with the help of the important mercantile asaociations of the place 
and shroffs of the ports. 

3. The Reserve Bank should create a market for trade bills (hundu) by discounting 
them through parties dealing directly with the bank. 
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4. liberal credit facilities sthoxild be provided to approved throws on one signaittre a» 
is done in Scotland, Canada and other oountriea* 

5. At present the loiperial Bank is allowed to aoeopt nsance hmdis which are drawn 
up to a period of throe months, but in practice bills of smaller tenure nte taken by the 
bank. This period is quite inadequate for trade purposes; therefore the bank should 
be allowed to accept hunduf drawn for a pitjriod of six months and should he required to 
conform its practice to the full period when neoessary. 

The other important work which the Reserve Bank has to i^erform is the banking 
btisiness of the Oovernment. This work i« at present performed by the branches of the 
Imperial Bank in the mofu»fiil aiwi when there are no such branches bv the GovernTnent 
treasury. This business can safely bo ontrusted to local shroff a as was being donC in the 
past by the Qt>vernment. Actual torms of the contract of the lin[jerial Bank wil h tho 
Government are not known to the general public, except what has transpired in replies 
given to the questions in tho Assembly and through other channels. These terms are 
understood to be as follows : — - 

1. Commission of 2 annas i>ct cent, on the turnover, i.e., total receipts plus total 
disbursements made on bcdialf of the Government. 

2. Tho Govornmont will bo under an obligation to nniintain the balance without 
interest up to a eertain limit, and in case of deliciency in this amount, Government 
would be liable t (3 pay int(‘rest according to the bank rate. Besides tho Government 
will bo uiuior tho additional obligation to supply funds up to a certain limit on cheap 
terras. 

3. All exponacs for transferring funds from oiro place to anothtjr should be home by 
Oovernment. 

The Government will incur no risk in entmsting their work to the local shroffs as the 
i/hroffs &e]ec.UH\ for this work will bc^ p(>ople of recognised standing and stability and 
holding landed property in the district and elsewhere and as Govornmeut will have first 
charge on ilu? assets for their dues. 

The other important function w'hich the Reserve Bank has to ])erforin is to provide 
currency facilities to the general public. This w ork can very well bo done by the shroffs 
who will Ik' appointxKi as Government Imnkers in the mofussil on the same lines and on 
the same principles as now' in force in case of the brani hes of the Imperial Bank of 
India. 

Acxjountancy SvsnrM. — The a<?countancy j+3'stem of the shroffs is adapted to the 
general needs of the country and is, tlierefore, very comprehenhive, easy, less cumber- 
some and easily intelligible. Tlie accounts are maimged by a very small but 
exporienood etaflf and, therefore, the system is imt expensive as in the ease of joint 
stock banks. Tlie accounting sysUun is quite scientific and practical and in no way 
inferior to the Western method of accountancy. No defect lias yet been found in tho 
present working system. Accounts are always faithfully and honestly kept and the 
accounts of their clients and customers are alw'ays open for their inspection and 
verification, Morespver a copy ol the account is annually supplied to each of the clients 
which systora is similar to the pass book system of the joint stock banks. 

Shroffs are quite businesslike and, therefore, they do not object to the intrciduction of 
any measures intended for the better regulation of their business, and hence suhmissioa 

Sr/iMS Bo7Hb<ty Shroff Aftsociation. 
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©f b3klart00 ahcjet® for inspootion by the Keservo Bank if and wlien rtecfe««Ary will 
not, it is hoped, l>e objeotod to by thorn, 

Qokstion 9.— Tlie shroffs have their own capital. Some have very large fends and 
credit at their disposal and others have email fuiwls. But at the time of the Inisy season 
most of them require facilities for further act'ommoihition. They, however, find 
tlicraselvos unable to seoure this as most of this lending is on ptWsorial vSeeurity 
w hile some security which they possess in form of goods ia tendered UnncgoUable and 
untransferable for lack of w'arehousing facilities. 

Question 10.— The question of litiking the indigenous 1 anking system tv'ilb the central 
money market and provincial capitals will have svdvcd itself if measures as suggested 
under re^dy to question H are ado])t.t'd. 

If steps as sugeost<'<l thcrei*i are taken, there will be no necessity for opening a branch 
of a bank in tlic distri( t as it will be foreign to the it'quirenu nts of tlie |X'ople who have 
been accustomed t .) a system of banking which is not ilnfietsoruil and which has main- 
tained with them a living touch. Again tlie local shroffs when given facilities ami guided 
on corre t lines should be considered quite comfK'bmt to handle the banking busineiss of 
the district. 

Where there is a branch of a bank they will ordinarily Work harmoniously with tho 
bran('h in their owm interest 8. But their co-operation with the bank may be further 
assured by utilising them as advisers to and guaranteed brokers of these bonks on 
payment of a fixed percentage. 

Question 1 1. — Triule demand for money in India is seaeonal. When the crops move, 
requirements for financ e increase heavily and are met with b.y shroffs^ bunkts and other 
institutions. The funds so utilised are released when the commodities arc taken over 
by expcrU?rs or cousuuierd. After the season is over, the surplus funds remain klle as they 
find no SC01K3 of employment owing to absence of big concerns or industries in the nm/ussiL 
At this time agriculturists ivre in great ruM^d of finance for purchasinja^ scHids and for other 
requiiTiiicnts and are obliged to pay a %'ery high rate of interest for 8t*curing loans even 
though money is clieap and plentiful in the district, lliis is IxH’.auiK; of the un willaignoss 
of the shroffs to employ their suiqdus funds in this business as it is insecure and unsound 
and, therefore, tliey na\e no tither recourse but to stuid the surplus funds to ti>e l^residcncy 
towns. These funds go to swell tlie already existing plentiful supplies there and a» 
a result money becomes unlendable even at one per cent, wliich in busy seaeon is not 
available at a rate as high as 9 to 10 ]x;r cent. This wide disparity is symptomatic of 
the disorganised state of credit structure and injuriously affects the trade and industries 
of the country. If, therefore, pro j)er credit facilities are created and risk attendant in 
rural finance diminished, not only will the surplus funds l>e utilised in the rnofussU but 
there will be an additional demand for funds e.vhig to improved condition of trade and 
industry. 

SKCTION III. 

Quezon 1. — All the available sources of supply of funds have been already tapped by 
the existing banking irkstitutiens. Surplus fund.s are invested in Govcrnmeivt sta-uriUcs, 
in lnharps of joint 8to(‘k co-mpanies, in postal cash cortificatoa or in postal sav ings banks. 
But it is evident that the figures of investoumt of the jxiople are not as lorffe m those of 
other countries owing to extreme poverty in this coimtry AVhere millkm* of p».’t>ple have to 
content themselves with only one meal in a day. Kor can the very nuxlest and meagre 
outlay of the in oraamenth l)e consklered ak an index of the hoard ng haldt as 
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it has been considered by some who are not fully conversant with the economics of rural 
India. No doubt money is spent in purchases of gold and silver ornaments for women 
to be used on marriage occasions according to social customs and usages in this country, 
but the same requiremcnta exist in othox countries also where people purchase pearls, 
diamonds, rubbies, etc. Imleed the amount of such investments per capita as compared 
to other countries would bo very small. The existence of a widespread hoarding habit 
is exaggerated and is not supported by facts or figunje. It is true that ow ing to illiteracy 
in the country and the fear that gold will not be available at all times for use, ignorant 
masses are tempted, when wcasion offers, to invest their surjilus funds in gold and silver 
as being it^adily available in times of need. It is, then fore, necessary to dispel from the 
masses the feeling of inscicurity for the monies invested and in its place create one of 
confidence, thus inducing them to employ their surplus funds proil actively. The follow- 
ing are the suggestions of my committee tow^anls this end : — 

1. Illiteracy should bo removed by all the means at the disposal of the State. 

2. Tnc currency of the country should l)e based on an efletdive gold standard 
thus making available gCKxl coins W'henever required. 

3. The position of the ahroJJs slunikl lx:' coimolklatcd and strengthened so that people 
instead of hoarding surplus money will place the same as deposit with the AhroJJs. 

iNSUnANCK JlAiirr.- — As people have begun to understand the usefulness of insurance, 
they seek to avail of its Ixuicfit to a greater extent tliough being illiterate not ns widely 
as may be desired. Insurance is efi'ected for accidents like fire, etc., and for life, but 
almost the whole of the carnuigs of this brunch of business goes to forci>:;u insurance 
companies And ilnis t'cnfitittites a drain from the courtry. (_)f lat 3 insurance business 
has incrofised amazingly in vein me and the time bus long arrived wlien wo slioiild 
seriously consider the ccntiniiouK drain on the resources of this poverty stricken land. 
As thoiH^ insuranf^e companies arc; very powerful ccnccrns, llu'V try to drive aw*ay the 
indigencufl comerns from the field by rate war aiul by other uiifair means. It is 
absolutely necessary in the inUTcsts (i the count ry to mact nieasuics )>r('tect Indian 
concerns from the unfair cum|x>tition of these fort'ign (onq)anies wliich shculti Iaj 
fujrthor requiretl te iitilise a fiiibstantial portion of live picinia in tlie counij-y. 

Postal Ca.sm ( EKnviCATt:s am) Savincjs Hanks. — llwsecertidrates were issiuxl by the 
Govenunent wnth a view' to meet exceptional demand ar.d the unprecedented situation 
created by the world w\ar. But their continuance e^cn in ordu^ary times is against all 
principles of sound finaaice. With their lugh rate? of interc.st which works up to 6J i)er 
cent, the Govemtnent secure large amounts of inoaey by attractmg such small sums as 
lls. 7-8-0 and thus unfairly compete with banks and shroffs, A large amount of floating 
money which would have normally been utilized as working capital is thus withdrawn 
fjxim the market and consequentl,> trade and industries suffer. It is, therefore, necessary 
that issue of new certificates should be discontinued forthwith. 

As regards the pK>stal savings banks, my oommitte?e have no objection against the 
working of these banks ns their rate of intei*est is what it should be. 

Thkasubv Bills. — ^It w^as originally intended that Government should issue treasuty 
bills to raise funds to meet their temporary requircm(?nts. But at present the Govem- 
mont have made these bills almost a permanent feature of their fiuaueial operations 
withdrawing considerable amounts from the money market even in times of busy season. 

Shroff A ssociai io a. 
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It is admitted i|y Indiana and Europeans alike that the treasury bills are’ issued simply 
with a view to maintain artifioially the present 18d. exchange ratio by creating monetary 
stringency in the market. Even when the inter-oall money is freely available to banks 
at 2 per cent,, Govomment is freely taking money oven at 5J to 0 per cent, interest^ 
No wonder, therefore, that the trade and industry are obliged to pay a still higher rate of 
interest for obtaining the requisite finance. The monetary stringency thus artificially 
created in the market has provcxl ruinous to agriculture, trade, commerce and industries 
of the country and has accentuated the general trade depression pervading throughout 
the country and has inoroased unemployment to an un precede iited degree. If sfcatistios 
of unemployment were kept, they would reveal the uni versal blight caused by the thought- 
less and insensate disregard by the Government of the Ix^at interests of the country. 
It is hoped that Government will realise betimes the gravity of the situation created by 
the reckless policy pursued by them in respect of currency and finance of the country, 
otherwise the trade and industries of the country already severely hit will have been 
ruined beyond hopi^ of recovery. 

Question 3. — The Government, the Imptn-ial Bank and other banks use all the 
resources at their disposal and give all facilities for investment and advances on Govorn- 
nmnt securities. The agriculturist has no surplus money to invest in Government 
securities and if at all he has any he is unable to invest in this security as ho does not 
know thf^ intri(’aei(;;4 of endorsement and such other technicalities as s])lit(iiig, renewal, etc. 
Ho therefore prefers to keep liis surjdus money as deposit to a local ahrojf whom he knows 
intimat(3ly and Irom whom lie can obtain the whole or a part of it any tinjci without let 
or hiTidran(;c\ The Govcrnmoiit will, therefore, do to look primarily to the indigen- 
ouH banker as an agency which w-ouid help the Govenimeut in popularising investment 
in Government securities. 

Question 4. — This habit has conKiderably grown as a result of the abolition of the 
stamp duty on (cheques. It wall further encourage their use if the use of vernaeulartt of 
the district is allowed not only for signatures but also for filling uji the body of the 
cheque. 

Question 5. — The idea that the banking habit in India is of recent growth is 
unfounded. The e.xistence of shroffs as a powerful business community with a unique 
record of services goes to show that this habit is <leep rooted in the fxiople of this country 
from times immemorial. But tlie progress of this habit during n^cent years has suffered 
a rude check for the reasons which are briefly sjieaking, (1) unsuitable currency, (2) 
absence of gold standard and gold currency, (3) illiteracy of the masses and (4) the 
persistent and unjustified attempt made with a view' to discredit the shroff and the village 
sowcar who have been held out as parasites of the community out of ignorance or malice. 

* The banking habit will surely grow amongst people if the above-mentioned causes are 
removed. 

Replies to Supplementary Questionnaire. 

Question 1. — { a ) J inancino op Expokt Trade. — The part played by different 
organisations as regimls tiie produce to be rnovwl has In^en discussed under another 
heading from W'hicb it w ill be seen that the whole or the go'ater part of the finance 
^XKled for moving prcnluce from village to mrtruH is supplied by the so wear. From rnandi 
to exporting ]x>rt6 it is done by shroffs and exporting houses and buying agencies in the 
interior and by upconntry dealers wnth the aid of shroffs at the exporting ]^K)rts. The 
Imperial Bank takes no part whatsoever in supplying finance for the produce at any 



dtiring itii mov«nMmt from otm pl»oe to the other in the interior. It fnnetiotui 
Qinty in eaee of exportable prodtioe and a major portion of that olaiu} of financing goee 
to foreign exportem. 

(6) Finaucinq of Import Trade. — Finance at ports for imported goods is supplied to 
a large extent by the exchange banks on Port Trust warehouse receipts or on goods 
hypothecated to them and stored in their godowns, the rent being supplied by the 
importing firms. The importing firms take delivery from these banks as required, selling 
the goods to wholosalcj dealers in Bombay and in a limited degree to upcountry merchants 
aUo. Local dealers sell to upcountry merchants on two or throe months credit though 
ooeasionally for cash also. The maximum period of three months allowed very often 
runs into four months or even more. 

From the distributing centres in the interior the goods find their way to smaller towns 
and villages. The merchants in the distributing centres are financing the trade at this 
stage having themselves obtained largo credits from the importing port merchant as 
already shown. 

Qurstion 2. — SuocPmTo^rs for nspRovixo tiik Financing of Export and Import 
Trade. — T he accommodation given is by no moans sufiicimt in m(‘(?t all the e'xisting 
demands much less the prosp<*ct)vo demand that can easily be created cmly if the 
necessary credit facilities could lie given more freely. 


(1) There should bo warehouses in interior towns and arrangement for loan.s on easy 
terms on such warehouse receipt and (2) a more lilieral policy for accejding trade bills 
by the Central Banking Institutions. This subject Ixdng already dealt with in a greater 
length, it is unniMJCssary to make repetition of the same thing over again. 


i>. — S pEOOLATIVE AcTIVITIKS OK THE EXPORTING ElRMS AND THEIR EFFECT 
THK PRICKS OF AfJKiODLTnRAL Froditce. — It is a fact that in pr^xluee markets the 
exporters, who have gn^at resources of their own BUpplomented by almost unlimited 
resouretis of t he bonks, effect large forward sales on the cotton, grain and sewls exchanges 
with ft view to depreeioto tlx) general level of rates. The apt country rates for ready 
pnidiicf? aro» likewise depressed. The exporters would then buy their sjxit requirements in 
upecn^try centres at rates higher than those justified by prices for fonvard deliveries 
ruling in Boml»ay whU^h they wouKl ccnitiiiue to depreciate by still more sales. 


Wlien financial and other facilities as 8uggt\sted above are created and handicaps 
removed, the trador-purehaHcr of limitorl facilities will meet his seller-exporter of great 
rcysources on leas unequal ground ami the field will not be o])en to the exforter to depre- 
ciate prices as it is now. The grower of the produce will stand by lx?netit to that extent. 

It is hojKxi that these reforms coupled with other facilities of warcdioueing in interiqr 
towns and trade centres — fully discussed elsewhere — will have the combined cilcct of 
giving a better return to the giow’ers of produce in this country. 


Seth AMTHALAL JtTMAKHKAM, Seth LAKSHMIOHAND DOSHl and Seth 
SHIVLALU. SHAH, Representatives of the Bombay Shioff Association, Bombay. 

Oral Evidence. 

jT 

The Ohaimtan : Mr. Doshi, will you tell us w hat is the constitution of yo# 
Associativin ? We find that there iire three assmintions here. Who are your members ?— 
Our members aipe mostly gujarati mhrojfn. 
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04(J9. T>o yoi»^Ja3^vi5 acy imnrcm or multani shmffb ? — We have none. 

^70. What Of® the rciationB between the gujarati /throffs and the marwari ami multani 
^tqffB. Do they do the Bam© kind of baainess which the gujarati shroffs do ! — No ; 
thoir field of business is different and generally there is no Rcrimonious competition. 

9471. Have you business relations with thorn ? — Yes. 

5>472. Whajb is ^oiu* field of business ?~Our field of businoss^is throughout the whole 
' fjiresidcncy. Oujerati ahroffs go cren to the extrejne limits of the roluitry except 
^crhaj>ft to Madraa 

947II. Do many of ^\^ur shroffs have branches ? — A few of them haw bi'anchos. 

9474. Have those jieople who go out of tho prosidcncy tlicir owti separate concerns 
outside tho presidency ? — Yes ; they have aottlod there. 

9475. .Amongst shroffs we have these different shroffs whose sphere of work, as you 
isay, is different. So far as the internal trade is coneorned would it be right to say that 
St 18 the gujarati Bthraffs w^ho mostly finaiu*© it for the whole presidency ? — No , lud only 
they, but the othur shroffs also do finance internal trade. 

9474J. How maiiv mcmbt'rs hav<‘ you ? — We have 200 members. 

9477. Do they all belong only tb Bombay city or do they belong to the whole 
presidency ?- The nien)L(‘ra l^dong to the Bombay city only. 

047S. Practically, do all tho gujarati shroffs Ixdoiig to this Assoc iation ? - Yes, moflt 
of Thonc are a few deJeshani n)eml> 0 i*s. 

9479. You stated you trhd to find out what was the working capital invested h} 
shroffs in business Ft is a very hazardous (*8funaK' and it may vary. 

9480. Dan 3 ^ou make a rca»onabl(‘ t^imaie 7— No. 

9481. Nor about the turnover of their busmens?— We havx* give^i il iti our 
statement, 

9482. Do you think that it is a fairly correct <^^uaaU ? — Ve^s ; at least it is not an 
over-estimate. 

0483. Are there some vi ry old firms of shroffs ^f“ 'Yos. 

9484. How old are tligy ? — 6<‘ years and oven more in some cast's 

9485. kSom© of you must have gone through their old books of 50 or 0(> y<‘ars 
1 want to find out whether there ho« been any change in their nit'thods during the last 50 
or 60 years ? — Their system of account is the same. 

9486. Js there any change in their system of working Yes ; they have to 
adapt themselxTe to the < hanging conditions bec'ause they have to deal with hireign 
companies. 

9487. What changes have been introduced in their system ? — Formerly tin re were 
mudati hnndis, but this business has now lx>en practically stopjXid. 

9488. But this is not a change ? — They have changed their hours of working.. The 
pravions notion in the case of some of my^ vrufrrvan brothers, namely, he is a real shroff 
who can pay up at the dead of night, has given place to a new notion that a man can 
Work only during certain hours in the day. Looking to the system -adoptecl fiy tho 
treatenj|^aiiks he has to change the hours of working, his handiin^of business and the 
w-ay in w hich he ad vances. 
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9489. What ia the way in which he advanc.e» ? — ^The dangers that he formerly mw 
do not exist now and he has been inloated with the spirit of the banka, which are more 
rigid in respect of rules of w'orking. Therefore^ these people also have introduced rules. 
The shroffs are slow in initiating changes. 

9490. Has the rate of interest changed in the last 30 or 40 years so far as the shro^s 
arc concerned ? — ^The rate of interest on current account has gone up. It is 3 annas in 
the monsoon and 0 annas^n the busy scosoii ; and in the busy season the inter-eall 
money is at six per cent. The gujarati ehrcffs do not pay more than eight annas interest 
amongst themselves, bi:t they charge more to their constituents because when they pay 
more tlwy have to charge more. 

9401. Has the interest on loans also increased 1 — It has increased, 

9492. Does it vary according to the credit of the client ? — Yes. 

9493. But amongst the shroffs themselves there is one? fixed rate ? — Yes. 

9494. Is it fixed by your Association ? — In our Aasociation they always issue a notice 
every month if the rate is unchanged, and if the rate is to be lessened or to be increased, 
they notify accordingly. 

9495. Is much deposit business done by shroffs ? Do you get large fixed dex>osits ? — 
We get little. Current account deposits wo get. 

9496. From the public ? — No, we gel them from npeountry constituents.. 

9497. And it is all call money Yes. 

9498. Is any notice required for this cfnll money ? — Ncne. 

9499. Ib it the system amongst you to keep a reserve against this call money ? — No. 
When we know that tide is all call money and at any time hundU may come in, it is 
generally maintained. There iano lixed system of keeping a percentage, but we have to 
keep a large balance. 

9500. This current account deposit is kept wdth >ou by the upcoiuitry merchants 
in order to enable them to draw' kundis for their o'ivn f)usinc.«8, is that so ? — Yes. 

9501. In your note you distinguish between a village sotvear and a professional 
money-lender. What is exactly the difference 'i — The ter.m sowcar ” is used for 
a village ^hrojf, 

9502. Is he also not a money-lender ? — Yes, but not an usurious money -leneter. He 
is a monoydondcr but not a rapacious and blood-sucking money-lender. 

9503. Who is an usuricxis money-lender ? — There are certain niaruaris and Pathans •, 
and oven amongst these local j^oplo there are tw'o sections of money-lenders. There are 
those who are from respectable sections and who think as if they were bound up with 
their village organisaticn from time immemorial and they form the backbone of the 
village credit, while there are others w ho may be called upstarts in this line and whose 
solo business is to please the people. 

9604. Does this distinction exist now in many places ? — Y'es. 

9505. In all parts of the presidency ? — ^Iii a village you have two kinds of moneys 
lenders ; the refS^ctablo village mttK 4 ir and the rapacious money-lender. 

9500. Is there no distinction of caste ? — ^1‘hero is no djstjnction of caste or religion or 
creed. He h the same man turned into a blood'Sncking mtixar by force ef circun^^wftcee. 
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^00^7. But III lUiOQt of th« viilftgo® tholfe is often onJy one monej -lentU r ? — btrt 
the man who imoks the blood of the villagers need not noccssarily b<? in the village'. He 
attends to a group of villages. 

11508, You say that it is the sottrar who though orking priniarilj tn his own interest 
^»et accommodtites agriculturists on favourable terms and is the best and unfailing friend 
of the agriculturist 7 — Yes, 

9509. What rate of interest does lie charge ? — It varies from 0 to 12 per cent, in 
Oujarat and from 12 to 24 per cent, in the Deccan. 

9510. What is the rate of interest charged by an usui ious money- Jen clcr V — Ho charges 
two annas per rupee per month. 

0511. That ia the Path an 7 — He is of the rathan typo. 1 would not say only the 
Pathan will charge such a high rate. He 1.*^ a Pathan type of money- lender. 

9612. You want to show that the vho is a friend of the agriculturist 

also gets hold of all the crop of the cultivator ? — That is bec'ausc lie makes him large 
advances and naturally all the surplus miiSt be paid to tire Hou^mr. 

9513. But wo were told by one of the indigenous bankers yesterday that takiTig all 
these into account, the sou-cars charge 75 per cent, interest ? — 1 think he was mixing up 
the usurious money-lender with the sowem, 

9514. If you have to m.*ko any propofwrl as reg{W<ls giving faciiities, it would lx* nwllun* 
diihcult to distinguish betwK ti the two, would tliat not be so ?- 1 think tiutt the residtH 
of ctirtain enactments enacted for the Ixmeiit of agrit vilturists and not witli a view to harm 
them, have been to harm them and to deprive them not only of their credit which h,;i.a 
been shattered but also to deprive them of their honesty aiid moral fibre. 

9515. Speaking about co-orKTative 80 ('ieties you say tlic greatest drawback is 
illiteracy ? — Yes ; I mean the Movcnu'nt has p oved a sue cess iii other coindrics. 

9610. Is it your contentioi* that if illiteracy were removtxl, tlic Mr^vement woiihi Ih' 
successful ? — But not before the Movement is in Jivijjg b>ue}i will) agrivuiltunsis. 'i'lu 
people who are running the Movement must Ik* in elos<> (^ontaet with the .sulIcringH of 
Agriculturists and must be sympath< ik* to them. 

9517. Do 5’^ou think it would be* possible to eo-urdinale the ( h-ojieralivo Mf)vomcnt 
with the indigenous banking system. Foi instance, will it be jxissiKk' f<)r the indigenour. 
bankers to take an interest in co-operative societies and through them finance agricultni- 
istfl 7—1 think that looking to the prt*seni mentality and long traditions of the country, 
the co-operative finance only cannot suffice for the needs of agriculturists. It can 
•supplement the aowcars* activities, but it can never replace themior some years. 

9518. The question is w hether the aowcars or indigenous bankers could take part in 
the Co-operative Movement by Ixung on the central oo-o}>erativo banks, 1 expect some 
■of your indige^^oiis bankers are also on the Iwards of some of the district co-operative 
banks ? — ^This ia a difficult que^rstion to aii.sw'er ; but it will alwa^^s depend on how tho 
relations between these two sets of lending agencies arcs being handled. It wdll nhvays 
be a personal question l>ecau8e if a smvear ia treated with all the respect due to Idm and 
not in an overbearing manner, he may come into close touch wdth them but if he is treated 
in the usual official red-tape w'ay, the distance wdll increase. 

951% Speaking about the Imperial Bank and other banks you say that wlien money 
la lying idle during the slack seacon in the coffers of the banks, the agTicuHurists ha\e to 
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headquarters ? — ^From the end of May upto the end of Kovember. 

252iK Bui an agriculturist usually requires money for a longer period. Fo(p b» 
preUminary operations be requires money rather eazUeTr iu May. He cannot repay until 
his crop is ready ? — No. 

9f)2i, Bo this money which is lying idle at the headquarters uould not be of much 
use to him ? — It could be made useful to him. 

h522. How t — Generally by the end of May. 

9523. But he wants it in the beginning of May ? — He miglit require it 15 days earlier 
and the money could reach them in time. 

9524. \Vby do the indigenotis bankers not finance them with this money which is 
lying idle ? — ^Tbcy only borrow from town shroffs, 

9525. The town shroffs do not generally require the money during this j>criod. Why 
cannot they lend to village soxveats ? — They can aend money. 

9520. The village sowcura do not require money in the monsoon but they require it 
at the beginning ?— -They generally depend on thoir own lesouroea. 

9527. But their rosouiccs are limited and they are not able to advance to agriculturista 
at a reasonable rate of interest. Why cannot they borrow from the town shroffs money* ^ 
which is l^dng idle and then perhaps instead of lending at 12 percent., they can lend 
money at 6 or 7 jyer cent, interest ? — Genemlly they ar*' averse to creating liability. 
They do not like to borrow. They want to trade on their own c apibil, 

9528. In your stivlemont you mention that money is rcc^uircd at tlie initial stage of 
ugricultuie for seed. Do you not think that money is also required to move the produc e T 
You know that at tnis time money is dear even here and it cannot ]>e lent out Uj him ?— 
The tightLcsH in Bombay is generally the result after the commodities arrive in Bombay 
and accumulate in Bombay. So before the commexlit} arrives in Jk>nibay there cannot 
be any tightness, and money can l)e sent to them because as soon as the cornino^litics are 
released for being railed over to Bombay the money locked iq by the sowcars in the village 
commodity iviH have also been released and reniittofl to Bombay. 

9529. You say : “ Moans should be devised with a view^ to supply cheap finance to the 
lending agencies tn the security of advances made to the agriculturist.’" Have you any 
practical suggestions to make for the provision of cheap finance ? — ^There is money in the 
villages not necessarily in the hands of professkmal money-lenders arsowcars There arc 
certain people who have to hoard money because they camtot find a profitable employ- 
ment for their mcnoy. They are not conversant with the technic^^Uties of investment 
in Government paper and so they cannot invest there- They say also that lending to 
agriculturists is rather risky under the present condition of thinga So they cannot 
lend also to them. Therefore they have to keep all this money with themselves without 
any profitable employment. There is an ample amount lying with tliem. It will be 
profitably released if lending to agriculturists is made safer. The agriculturists, at 
present, are inolimMl to bo dishonest because they know that tliere is an Act whick 
would help them. 

9530. Your contentiou is that the abolition of the Act or the modification of it would 
lead to this money which is hoarded to come out and to bo deposited with shroffs ? — Yek. 
rluBt now a man who lends to agriculturists finds that his n\oncy would be generally book 
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ipaoaey. if the monoj^ that ts leant to an agricultnmt is made a marketable 

•ectirity Btriotiy definite limita the money that m lying idle ^ith those people will 

find a prdbtabie employment. 

9631 . You mean the promissory notes ? — mean a guarantee bond by a Govemment 
ofiScer. I mean each khaUdar can have a certain amount in favour of his holding and 
according to his capacity to pay, fixed against his name and rokhas can be issued to him 
up to that amount. These rokhaSt i.e., the guarantee bonds, which would bo a first charge 
and recovered by an easy process by Government ofiicials, can be nmdo marketable and 
Government may be able to issue those rokhas to those people or village sowcara who have 
idle money with them. 

9632. It comes to this that the property of an agriculturist w ill be the security for the 
rokha t — Np. The produce will be the security. At present the Government say that 
be is only a tenant and not the owner of the land and they are the owners. This is their 
view. 

9533. That does not make any difference so far as credit is concerned. He hoe the 
right to sell it. Ho is practically the master of his own land ? — But ho does not like to 
part with his holding altogether. 

6534. Why are these rokhas required ?— It is a state guarantee for a particular amount 
for eiich khatedar. 

9535. Mr, T. L. Mehta la it something as a chattel mortgage as they call it in other 
count ricB ? — It is the mortgage of the produce. 

95*. 0. So there will he a sort of a register in which all these chattel mortgages will be 
regisli red and documents will be issued agumst which anybody can make advonces ? — 
Vei>. 

9537. 2'he Chairman : You arc in favour of warehouses being started ? — Yes. 

9538. \^io do you think should establish these warehouses ? Should it l>e 
(jovf inuKiit or Railways or private jieople if— ^We n not work up the whole scheme 
at once. It will not be difficult to work up the whole sebemo later if the principle is 
accepted. 

9539. Where do ^ou want them T—At imppctaiit centns, maiket pbees «nd railway 
stations. 

0640. About branches of the Imperial Bank, you say that they advance very little 
on the security of commodities. Do they not advance on cotton in places like Dhulia t — 
They cash demand hundia on Bombay ; they do not advance money. I am told that 
they give advances in Brooch, but only to good parties. 

9643. In your statement, you speak about exerting firms sending their own men 
to buy produce directly from the agriculturists. Is that not in the interest of the agri- 
ouliurists, because one middleman is thus eliminated ?— They send pcniple to buy there, 
but if that was the only operation, it would not be objectionable. The prices upcountry 
are governed by the prices ruling in Bombay, and the ruling prices in Bombay are 
governed by forward prices, and these agents depress the market and take advantage 
of lower prices, and buy at lower rates. It is on© full organisation set up for a particular 
purpose of depressing prices and taking the goods away at low est rates. They know that 
the Indian agriculturist is not supported bv any credit organ i^at ion so as to stjind on his 
owTa limited resources, and is not a ruatth foi thf powerful organiha ♦ ion . 
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9542. But the pricefi in the diiftric t would be depressed, if the prices here are depressed, 
whether there are agents or not They do not buy till they find that the markete are 
«uffieiontly depressed. Even the indigenous dealer refrains from buying because h© is 
afraid of these agents depressing the market. This year in groundnut business the 
rates ruling were 63, and even though the crop ia less than the average crop of previous 
years, the rates ruling to»day are 50, because certain exporting houses are selling hero 
heavily and withholding their buying in upcountry places. These exjwrting agencies 
are agents of the buyers in tho European market and the English market. They are 
buyers ; they can never be sellers. All tho sales arc made merely to depress the market 
and not os a general course of business. 

9543. In >our statement, speaking about the internal remittances, you say : “ Again 
hundi ia not governed by this Act alone but by usage and custom of tho place. If these 
arc incorporated in the Act, some anomalies that have crept in, will be removed.*’ Can 
you make any detinit© suggestion as to what should be incorporated in the Act ? — At 
present, the shahjog hundi is regulated by custom. They say that hundi should be paid 
to a shaht but It ia never defined who should be called a shah. Formerly, wlien the 
villages were small, it was easy to say who is a shah, but in a city like Bombay, when a 
man sets up an office and calls liimself a shaK there is no reason why wo should not believe 
him to be a shah, and the hujidi must be paid to him ; but when tho hundi turns out to be 
false, and even though wo paid to the shah, the usage, as it stands, refuses to believe 
that it has boon paid to a shah, and tho payer ultimately suffers. I say that if this shah 
jng hunai is retained, steps should be taken to define a shah and there should I e an 
accredited organisation in Bombay, and the membership of that organiHstion «hou!fl be 
made a test of tho shah, lii old times the practice of doing hundi business was confined 
to real shrojjs only. Nowadays, even u shoe-maker can issue hundis to his Bombay 
firm, 

954f. As regards mndali hundis, which have gone out of use to a very- considerable 
©xtent, you give certain causes ; but we have also been told that one of the%iain causes 
is Jack of ooididence ?— Lack of confidence and the stamp duty. 

9545. if tho stamp duty is reduced, do you think rnudati hundis would be revived 
They may bo revived. 

0546. In your statement, you speak about tho railw^ay rec‘eipt being made a negotiable, 
1* gal and valid instrument of ow^nership. Will you please explain what you mean ? — 
In practice the railway receipt is considered as a collateral security, though the rnili4ay 
does not accept the holder of the railway receipt for title to goods. In a recent decision 
of tho I’rivy Council in this matter, it was held that the holder of the railway nneipt, 
when he made actual payment against it, has a right on the goods covered by the railw^ay 
receipt os against tho endorser and consignor. But the railw^ay recei))t8 are not made 
negotiable, and the railways refuse to hold them ac such, and till they arc made negotiable, 
to make advances on such receipts is not safe. The man who consigns goods can stop 
delivery of such goods ; but if it is negotiable, he cannot do that. 

9547. Is much business lieing done on railway receipts as colUternl Roc urity at 
prcHcnt If — ^We advance money on the seeurity of railway reteipts. 

954d* Is that aliptys safe ? — When there are no intermediate parties, the business 
ia tolerably safe ; but when they change more hands, the element of risk is great. So 
' it i« always insecure to have these receipts passing through rcveral bauds. 
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9549, Barring to jour statoment, do you want the High Court docrooa to be 
exocuted in Indian States ? — Yes, 

9560. They wiU ask for reciprocity. Would you agree to that It is only as regards 
the decrees of High Courts, 

9661. Some of the bigger States have High Courts ? — If there are Reniblaiicee of High 
Courts, they are not real High Courts ; the judges are removeable. 

9552. If you want to have your High Court decrees executed in Indian States, they 
will nat\irally ask for reciprocity ? — It is for the Governmeut to think whether the 
appointment of the judges, or the tenure they hold, is so secure as the British sy^stem, 
and if it is so, I would have no objection. 

9663. In your statement you speak about the functions of the shroffs and you say 
that they receive money on current and iixed deposit aceoui^s. You told ua that there 
is not much of fixed deposit business. Do they finance industrial enterprises to any 
large extent outside Ahmedabad, because we were told that they do so in Ahmedabad - 
Outside Ahmedabad they finance ginning and preasing factories, 

9554. Do you want shroffs to take up certain business which the Imperial Bank and 
joint stock banks are doing ? — Yes. 

I 

9565. You 8uy that they tlo not publish their balance sheets. If these shroffs do not 
publish their accounts, how is any banlc or Govemnient to invest them wdtli certain 
functions, unless they know what tJieir financial position is ? — There are certain shroffs^ 
w ho are not averse to having their balance sheet audited and kept for inspection by any 
bank if there is a reasonable demand. 

9556. You say that the shroff's position has been deteriorating, why is that so, if 
they are useful to the X'ublic ? — I believe that the whole financial position of the 
country, the whole economic strength of the country is l»eing sapped by degrees and 
rapidly sapped. 

9567, In your statement, you complain about the Imperial Bank and other joint 
stock banks not recognising the status of a shroff ; do you think that the very fact that 
they do not know anything about their assets and liabilities or about their income and 
expenditure explains wdiy the joint stock banks cannot give them the same treatment aa 
they do to otlier joint stock banks It is not in the matter of advances only that the 
different treatment is meted out to shroffs, but even when certain requests .vre mode, 
they are treated in an unsympathetic way and sometimes even with over-bearing 
manners. It is the change of heart that we want, 

9668. In the next paragraph you say : “ It has often been asserted that among 
functions of this prime Bank of India, which are many and of a hybrid character, one 
of the foremost was to create the banking habit in the masses and afford better credit 
faciUties to the trade and agriculture of the country.” What is it that you are 
referring to ? — Tlie idea is that the functions of the Imperial Bank are varied and not 
as strict as they should have been in case of a constituted institution. 

9559. Do you mean that it is doing the business of an ordinary bank and at the same 
time acting as a bankers* bank ? Is that the idea ? — Yes. 

9560. In your statement, you say : ” There is really dearth of genuine trade bills in 
India,** W^hat are the hinds of trade bills you arc referring to ? — Tl;c trade bills are : 
Suppose a uutn buys certain bales of cotton and he has stroked thorn with him. Ho is 



not able to pay» and ho gives time bilh to the man a ho sold the goods to him, and trhon 
the trader has this bill from the buyer^ he^an cash it in his turn. 

9601. Are there not many such tradh bills at j^fesent ? — ^The trade bills woa^ he 
coming forth in any number, if only there were facilHifs to cash them. 

9662. In your statement, you make eertaiti s^^estions for the improvement of the 
position of shroffs* Tlie hrst suggestion is that facilities should be giv^i ith a to 
co-ordinate shroffs. What facilities ^ouid the shroffs require for that purpose 7— -There 
should be an organisation created to link Up ih© village sowcar toum sowcetr^ 

and necessary facilities on the security of their credit should be givbti to them. The 
whole link is that there should be a State-aided bank, which should lend primarily and 
give facilities for cashing hvndist etc., to the shroffs here, and he in his turn to the up- 
country shroff f ond the u|>country shroff to the village shroff, and in this way the Vholo 
organisation can be run, ^ 

9563. Do you want that the tnasury buBiness in the district should be entrusted 
to individual shroffs 1 — Yes, it was so in former times. 

9664. What business did they transact 7- — All the Govomment balances were kept 
with respectable shroffs, and they did the treasury bill business. 

0665. When was it? — In the North-West Frontier Provinces it is still prexailing, 
and in Native States the same cuSTom prevails in certain places. 

9666. Professor Kah : With regard to the complaint you make on page 12 of your 
Btatomont, is it your* contention that the Imperial Bank of India does not advance to 
trade the money which it receives from Goveniment in the times of stnngcncy from tlio 
pa;»or currency to the extent of tuolvc erodes of rupees ? Do you think that is againht 
the understanding 7 — It is positively agftm.si the understanding. 

0567. That is to say, it must advance against any trade bills and not merely against 
promissory notes and other securities ; and that is one of tlie reasons why money i-i lu t 
made available for the trade ? — Yes. 

9608. Mr, V. L. Mehta : But the money, whihh is raised under these arrangements, 
is made available to the community in some form or the other ? — The advances have 
boon made an<i certain promissory notes arc taken and deposited with the currency 
department. It is not fair to make such an arrangement ; it is simply w indow -dressing. 

9569. Professor Kalt : You say that if the 8d:me facilities are given to the shmffs, 
which are at preset being given to the co-operative societies, it would be possible for the 
shroffs to lend cultivators at a lower rate bf intereet. As against these facilities that you 
projiose, what guarantee will the shroffs give to the Government that a higher rate will 
not be charged 7 In the case of the co-operative societies the accoimts are inspected and 
we know what rate of interest is charged to the cultivators. You want to place them on 
the same position as co-operative soidetics, but do you think tliat they would agree to 
publish their accounts 7 — If some security for speedy recovery of money is offered, 
I think many shroffs would be willing to keep their books in the form prescribed by 
Govomment and keep them open for inspection by Government auditors. 

9670. Do you think that the rate of interest w ill be brought down and would even be 
lower than th© rate^chorged by co-operative societies to-day w-hich is in the neighbour- 
hood of 10 to 11 per cent. 7 — There will be healthy compotitiem, and much money will be 
realised. There will bean a'mple supply of money, and the rate must necessarily g,* 
down. 

Bon/Utay Shroff Assoi^ion. 
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957L Iiv tli&t ayst<>m you are throwing upon the Government greater refipOnBibilities 
than is thrown to-day by the co -operative banks f — T think the responsibility should 
bo taken, if the whole agricultural and eeouomic fabric ia not to bo ruined beyond 
romody* 

9572. Are you of opinion that the eo-ojxwative societies aro not doing well ? — Not 
that they are not doing well, 

9573. In this aense, naTiiely, that the rate of interest has l>oon higher ? — The hopes 
that were entertained of these societies hove not been fulfilled* With the money »t 
their disposal, there is no hope that they can cope with the demand. 

9574. There is no complaint of lack of capital coming from ('o-oporative societies ?— 
Tt is because they do not know how to profitably invest their money, and that shows that 
they are not in touch with tiie village organisation. 

9575. You haw said that tuie of the functions of the .’^fhroffs is financing the industries. 
l)o you not tliink that tins is a recent tentlencv on the part of the .•ihroffft to invest their 
mone}" in industries 1 — Yes, because there was very little of organised industry. It is 
of recent tirnca that jxiople have tak“n to it. 

9.57b. Do you think that shroffa do not invest i’.i industries, I>ecau 80 they think that 
it is more unsafe to invest in iiiduatries than in ordinary tiuancing of trade ? — India l)eing 
primarily an agri<'ultiiral t ountry arul inrluatrial to a small extent, tluy have less faith in 
industry tiian in agriculture. 

9.577. Do you think it is possible even under tlie (‘xisting constitution of the Imperial 
Bank for that 15arik to treat the Indian shroffs with greater aynipathy ami greater 
eo-op/'.‘ration ?--T b(die\'C it is utterly iiupossiblc, 

957H. By a conatiiution, I moan, rules and regulations, under which they have to 
carry on their work ? — Of course, the rules and rogulationH on paper can nfjver take the 
place of the h(’iirt to heart treatment, 

0579. You do not want any change in the rules and regulations, but in spirit ? — Wc 
want a change in the spirit and in the mentality. 

0580. Yon refer to the evil of prices Ixdng deprcBsed in this coimiry by (exporters. 
Will it not 1)0 a pra<'ticahle proposition for having some Indian organisation to provide 
for a fair price to producers ? — These artificial remedies cannot work. 

9.581. What is your remedy ? — Your suggostion w'ould mean, 1 believo that 
a commercial organisation should bo created, How' is it to be done ? 

0582. There is a demand for oil mills in foreign conntricss, and they employ agents 
in India to buy their raw mabtrials as cheap as possible. The exchange banks assist 
these agents in buying as cheap as possible. Cannot llie.se agoucioa bo substituted by an 
Indian agency to protect the cultivators ? Why should not the community or the 
commercial organisation take up this problem ? — It would f:omo to the very suggCHtion 
that I am suggesting. You perhaps have in view certain cfi-oj^x^rative organ isiitions, 
that exist in America, on the lines of the American co-oj)crativo societies, wliich lend 
money and onable the farmers to hold on the cotton and to assist him against forcorl sales. 
That is just the thing I am suggesting. 

9583. I am suggesting that the Indian shroffs should take up this pioblem ? — ^Tt ii 
not possible wdtliout Governtnent assist^mcc. The whole organisation has to he nm in 
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c<m}iinotion with raUwayB, st4*am«r e<|jpipanies, and here the Gwemment would 
come in. Until the Oovernmoni make all these agencies work in co-ordination^ nothing 
cian bo done. 

9584, I am suggesting that some private organisation shotild take it up Math the help 
of Govemmont. Have you thought of such a scheme ? — T have not thought of such a 
scheme ; but if such a schemti could be made workable on prof>cr lines, there would be no 
objection. 

9585. Mr. Jhmi : You told the C^iairtmin that m^idnll huiulis have nearly goiw oui 
of use for two rea-ioris, namely, the stamp duty an i lack of confiileii' O. Will yf»u state 
your reasons why the confirlenee is lacking ? — I think it is a matter ui eomtnon knowledge 
that the whole financial condition of this country is* going from bad to worse. From tlie 
root, wc find that it is rotting, so to say. Then^ is not the same nourishnicut to the plant 
of economic growth in this country which it ought to rc<*eivc in the ordinary cemrso o-f 
events. The drain caused by foreign cxploitatioji and by fori ign (bavt'rnmcnt, which ii# 
tmsympathotic to the needs of the jK>ople, is such as has draiiual the country of its life 
plant, and this has \voaken(jd the whole economic fabric of tlic country, of which thfr 
shrojf is ofdy a part-. 

958(i. You have sjated general reasons. Will yon give your Tcasosjs basing your 
argument only on trading facilities ?— Trading faciUtites arc deniecl at present by the 
Imperial Bank of India, whose whole outlook is very rigid an.l uiisyinpathetic. The 
exchange banks also help the t^xporUus only, and they siinply take away deposits from 
the country, which they shcvuld W prohibited from doing, and again they help the 
exporters to take aw'ay the produce at a chea^xw rat-c. 

9587. In your fttaUnnent, you state that agricultural industry is mircmuiu'rative. 
Will you please assign causes and give your retisons as to how it can be infuio remunera- 
tive ? — 1 think we have stated tlu^ causes v/hii h }ia\'e led to the uiiremunerativo state of 
agriculture, namely, high revenue demand by Government, progrci^ivo deterioration of 
land, small and unecotiotuic holdings and hw h'vel of pricers realised for the produce due 
to the ISd. ratio and lack of creslit budlities. If these are remedied, the condition would 
improve. But above all, there should lx*, a change of mentality on the part of 
Goveniment, tlie exphhtatimi by the exchange banks should cease, the exploitation 
by fareiguers should cease ; there should bo equal fa<diitieR ff>r finanee and the 
central banking in.stitution should l>e placed in the hands of Indians, so that it can 
handle the whole thing aymp.athetically and would Ih^ in better touch with the 
requirements of the people. I would also add that the 1811. ratio should go and there 
*hould be gold currency and gold standard. These are all the remedies for making 
agriculture remunerative. 

95B8, You have stated that the position of fthroffa has been undermimxi by the 
Government passing the Dokkhan Agriculturists’ Belief Act. Will you give your reasons, 
whether it has been affected by the Act or legislation by the Government in tb.e legal and 
executive capacity ^ — 1 tliink there is a fundamental misconception in the minds of the 
Government and the VVeatem thinker or text-book writer, w'ho has taught our University 
people to think in a particular way. They mistook the village shroff as a blood- 
ituoker and have created that- mentality everywhere. Even an educated Indian would 
•ay that boeause he has taken his cue from text- books, and the tame thing is observable' 
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even in the lligh Court, where tiio judges t^ke a view against the shrojfy starting with 
the pre-conoeivecl idea that the shroff must be in the wrong and the agriculturist must Im 
in the right. And tho same treatment continues oven at tlio time of tho execution 
proceedings, and if there is any loop-hole by which the shroff can bo made to lose his 
inonoy, that is availed of in order to wipe off his claim. 

9580. In your statement, you say that tho shroffs ad vance money on call and for iixed 
periods oa Kccurity or on personal credit as tho ease may Ik>. I ask you whether the 
present joint stock banks or the Imperial Bank will be able to finance on the same lines 
as the shroffs do V — No, 1 do not tiiink so. 

O.iOO. Can you give any reasons H — My reasons arc that tho skroff, being in touidi with 
the €ommuriit\ not for some days or years but for his whole life, and having passtxi 
his life with the }HMjple. knows them thorougbl\', and the intin\at'^ hnu h and tho 
peysomd knowledge cannot he replaced by an agency which dues not possess those 
tjualihcations. 

9591 . Yon have told us that your meinher.s are not receiving the same treatment as 
others. Will you please euligliten us with further tletails in saying how and in what 
manner the moml>cis of your Association receive credit facilities at the hands of tho 
ImxHnial Bank ? — I am sorry to say'’ that they do not receive atiy facilities wliatsoevcr. 
The treatment meted out to shmffs is not better than tho treatment inctoti i)ut t/O eurrent 
account holdi^rs. Their status does md rc<a.'ivo any consideration, and they are troahxl 
unsympathetically. 

9592, Mr. I*. L. Mehta : In your .-tat ernont, ivfcrenocs have been made to some 
rlitrcrential Ircat.mcut jneUsi out by th.e Impe rial Iknik U) shroffs and other people. 
Is it bastMl on emv pt'.r.sonal experience or any fa.cts brought to your IcnowliKlge, or in it 
only a general impression - I know of instances upcountry, w here even if tho goods are 
not in the Government warehous<\s or in the {»ossession of the Imperial Bank or oven 
witidn sight of the hank, Icage advai\e<*{t aro made to exj>orting houHos, such as llalU 
jvnd Volkart Brothers, while tite most respectable merehantfi of approved trade and 
whose financial position cannot Isi dcTiicd in tho leavSt do not get even a part of the 
facility. 

9595. Mr. : In your statement, you ►’ay : “The w'ho may ho taken 

on tho approved list of the Keserve Bmik, w ill submit, if so required, audited balaiieo 
sheets to the Bank.'’ As.su ming for a moment that the Keserve Bank is not establishtMl, 
and if the Imperial Bank Act is renew'od ff>r a further janiod of ten years, w'oidd you l>e 
prepared to submit your balance sheet to the Imperial Bank, provided tJje Imjx'rial Bank 
is prcparwl to give the same facility ? — Most empliatically, ‘‘ no ”, 

9594. Why ? — Becan.Mo their whole attitude ia unsyxnpathetie ; ami 1 do not 
believe that there can be any improvement in thia mentality, which is entirely 
imsympathetic, as 1 stated l^efore. We are being treated as aliens in our own country. 
When we appproach them, there is no attempt made even to understand u«, and we ivre 
denied even the elementary facilities, which are Ixnng showered on the exporting firms. 
The angle of vision and mentality requires a thorough change before the Imperial Bank 
can be trusted with powers, which are proj^osed for the Reserve Bank. 

9505. Mr. Ohikodi : You surest that the revenue assessment should redtjeed. 
Have you aii> idea as to w hat extent it siiould be reduced ? — That would vary y ith 
the provinces and the natm* of the hnid. That requires an enquiry. 
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9596. Wo arc fcaUdng of the Bombay Prcaidency ? — ^Even hi the Bombay Presidoncy 
the rate of asseaBineiit ia heavy, and it should be reduced. 

9597. Do you mean that the land revenue ahouJd not be reduced wherever it 
ia light V — It could not be uniform. 

0598, Supposing it ia reduced, what would you suggest to replace the deficit ? — By 
Indianising the whole machinery and reducing the expenditure, I would fill up the gap 
by reducing the Government demand. 

9599, If all these causes, as you suggest, are removed, the agriculturist 'wdtl bo able 
to make his business remunerative. What do you propose to remove the indebtedness 
of the agriculturist ? — If the rate of interest is reduced by the means I have explained in 
previoufl questions, the indebtedness would at least cwise to increase, and then means 
may be devised of going to the past accounts iwid of trying to free the agriculturist from 
the paper debts, which are not justified. 

0600. How do you propose to do that ? — By holding enquiry into each individual 
accounts. 

9601. Do you want any special court ? — 1 have not thought of it ; I am not a lawyer. 

9602. You propose tho abolition of the Delddian Agriculturists’ Ilelief Act. Do you 
suggest any measure to protect the agriculturist from the rapacious Pathans ? — I have 
said that the books of the shroffs sliould be kept in approved form and they should be 
open for inspe^Jtion. 

9003. Will that prevent the agriculturist from falling into the clutches of 
these Pathans 1 — If these are not sufficltmt, further moans may be devised ; but the 
means w^ould defxmd on tho evils which we notice. 

9604. Tho evil is that the rate of interest is usurious, and measures for preventing it 
are noceosary, and I ask you wliat w'ould you suggest if you want to repeal the Dekldiau 
Agriculturists’ Relief Act ? — If the revenue officer was more sympathetic and vigilant, 
these evils would be reduced to a minimum. 

9605. I believe you Imow that the Bomba y^ L<‘gisiative Council has passed the Bom- 
bay Cotton Markets Act. Arc you in favour of that Act ? — 1 am not against any attempt 
that is being made to improve the marketing fficilities. 

9006. Are the shroffs in the mofussil in favour of that Act ? — They are not, because 
looking their past experience they always view any Government measure wdtb 
suspicion. 

9607. They may bo prejudiced ; but supposing the Act by^ itself is a good Act ? — ^The 
prejudice will go aw'ay in time. 

9008. In your opinion such an Act should be passed and made applicable even against 
their opposition ? — Not for a very^ long time. In the experimental stages, every mcasur© 
has to be given a fair trial* but if it has proved detrimental, it should be abolished 
immediately. 

9609. Do you wmat Government balances to be entrusted to the shroffs in 
the district ? — Y«s, within certain limits and with proper safeguards. 

9610. What are these limits and safeguards ?— The limits would dojicuid on the wortU 
of the shroff and his resourccB and landed capital. 
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9611. Sttjjposing there is a man who is worthy, what safoguanis would you propoeo 
that the funds may not be misappropriated ? — I have already said that tlie shroffs 
Would not be averse to publish their accounts and keep them open for inspection, 
if necessary. 

9612. Mr, KavuU : Taking up tho last point, about this proposal of your association 
that the shroffs should bo allowed the agency work either of the Imperial Bank or of the 
treasury, let us be quite clear as to which conditions jou would be prepared to accept 
and w^hich conditions you would not be prepared to accept. You w ill agree that there 
are two points to be achieved, ru., safety and the methods to bo followed should be 
mcKiemieed. Under the first point, that is, safety, would you accept that the man who 
accepts the treasury work should not do his private business Y — ^Certainly. 

9613. Would you also accept tliat the man who accepts the agency should deposit 
some money with Government, say one-fourth or one-fifth ? — How would the deposit 
of one-fourth help the Government when the man has kept four times tho sum with 
him ? If the man is not of good mentality, you cannot give him the agency. 

0G14- May we take it that you ar© opposed to keep certain depOBits with 
Government ? — His landed f rop>ert} and o^ssets would bo enough. I would not propose 
a cash deposit, because the idea is to increase funds at his disposal, and cash depositi 
should not be inslstiKl up^ whore there is ample landed property. 

0615, You, however, agree that CJoveniment should have a lien on hia landed 
property 1*— Certainly. 

Of 16. Coming to the second point, nk;., the methods to be followed should bo 
modernised, would you agree to that ? — By methods, if you mean intdhods of the bank, 
I l:>t?g to dillor, l)crausc then the primary obj(‘ct of iinking up the banking organisation 
will not be achieved. ‘ 

9617, You dilicT that such shroffs idiould follow modem methods ; but we shall take 
a concrete rase. Supposing, according to your ]>roposal, a Gujarati gentleman 
wants to be an agent, you want tliat he should be allowed to ket p his aecountB in 
Gujarati. And suppofiing there is a rursce gentleman, wlio viints to be an agent of thtj 
bank, you would not accept the condition that the tu-'counts should bo kept either in 
I^iiglish or in Gujarati, but you would follow the old conservativo method of keeping 
accounts ? — To modernise docs not nie^an that tlu^ w^hole English language should bo 
adopted. 

9018. I take it you arc generally averse ? — No. 

9619. Supposing certain forms arc prescribed, would you be averse to them ? — Thev 
common notion is that in the present baiikiiig system there are certiiin unncccssarj^ foniiB 
and they lead to unnecessary overhead and other charges. 

9620. Would you resist these forms ? — Yes, but I am not against those forms and 
I W'ould retain them so far as they are necessary in order to safeguatvi the iivtercwtK of 
the Government balances and to preiscnt the true state of facts and conditions. 

9621. In reply to the (Jhainuau, in the begdnuing of your nmiarks you diifcnuitiated 
to a certain extent iKJtween the cla^sscs of shroffs. You .say that thcr(j are two kinds of 
shroffs^ one the resjxjctablo and tho other the rapacicjus ? — Yes. 

9622. May I talm it that the shroff you are sjxiaking of now, falls into the first 
category and the viliage shroff falls into the .second category y*— No. not necessarily. 
It is then quite against what I have titated. 
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0023. Ai any rate, geographically speaking, you re(;ognise that the better type of shroff 
is cK>nhnod to the towns and the village shroff is much more conservative -The urban 
shroff is satisfied with a less rate of interest because his advances arc generally call 
advances. They are not locked up indefinitely whereas in the case of a village 
soufcar^ it is locked up« That is why his interest is a bit high. 

9624. In your agency work, would you link up the bigger shroffs, f.e., the urban shroffs 
only and leave the village shroffs alone, or would you also link tbem up in this chain of 
work ? — I would link up the village shroffs also. 

0625. And you would entrust to them the treasury work also ? — The treasury w^ork 
will be entrusted only in approved centres. 

9626. To a certain extent the village shroff would bo recognised by banks according 
to your eebemo or would he be outside the recognition ? — Ho would be helped by banks 
and given facilities. He may not be entrusted with a treasury. 

9627. As far as your complaint that the Imperial Bank or the exchange banks do not 
meet you on terms of good understanding is concorned, is this common to the class of 
shroffs as a whole or do those shroffs who speak English and express themselves get better 
terms 1 — I think it is common to all shroffs even when they talk in Knglisli. Of course 
the disabilities and the chances of misunderstanding are greater in the case of those who 
can express themselves in Gujarati and cannot follow the sahibs and they have 
therefore to depend upon underlings, 

962iJ. My point in asking you this question is wheth( r tlio complaint that you mako 
is duo to the language diiticadty or is it due to lack of sympathy ? — The language 
difficulty i» only a partial and a smaller cause, but the real dilliculty is al*out the lack of 
sympathy. 

9629. If your Association or the shroffs as a whole are doing a huge business as you 
claim something like 900 crores of ru])ee8 jxt annum, would they go a step further by 
a jump and start an exchange bank in which event they can have vwn c/)nnccti<)ns in 
foreign countries to help export tratle ? — I think this w'oukl nut be })os«iblc. Taking the 
existing bauk^ as its model and as understood at prcvsciit, even when a new bank is started 
it falls into the same rigid methmls and if it goes in for other methods it is taken with 
distrust by the existing banks, and when this bank wants some help by the existing 
banks it is denied this help and it w^ould come to grief as the Punjab National Bank 
wrhich canie to grief. 

9630. Jl/r. Buckhy : Have your Association any connection with the resjxH table 
yillago shroffs who arc opposed U) the usurious monty^dender ? — Yes. 

0631. Are they decreasing in number ? — Yes, 

9632. Y'ou told that the agriculturist does not get a fair price and you gave 
various reasons. But are not the local quotations bas»*d on tlie prices existing in 
America or in London ?— They afterwards adjust theinseivca. They have got to otijust 
to w orld prices. 

tMi33. Speaking about the question of Government securities you say : “ The Govern* 
ment will, therefore, do well to look primarily to the mdigenous Iwnikcr as an agency 
which would help the Government in populari'/.ing investment in Government secunties’v 
You use tlie word primarily Y'ou do not say “exceptionally '? — Almost all the 
money is call money with the shroff. 
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96??4. tie would not%ut the money in Government securities and he would prohahly 
deposit it in some other ways ?— ^t would depend upon the man. who deposits nith him. 
Much would depend on his ad\ice. If he wants to deposit in Government securities, 
the shroff will bo prepared to do so. 

5)636. About savings bank accounts, \rould >ou l)o iu favour of placing some 
restrictions on them which could be enforced ? At present the onhnarv joint stock 
banks mix up all the moneys. The idea is to bring the small man's saMiigs and see that 
they are properly invested. Wouhi you. therelore, like to s<'o that some tu»verninerit 
restrictions should ho placed on the savings hank accounts us to how the savings bank 
mone 3 ^ should be mvcstcNl on the part of piuati' joint sttak (oiucnis ?— In that case 
they would b(' <lepri\(d of the use of these funds, 

51636. 'Vou vould rather sec that they employ this money in the general business of 
tlio bank? — Yes; if the mom\ is lotted up m (hncrnuient securities, it will not be 
useful for th<‘ ])urposc*B for which wc want it. 

5)037. Do jou ad\ocat.e the abolition of postal cash ciitificatos ?— Yes. 

0C.38. Vou are depriving a small man from inverting lus money in the aame ? — • 
1 think the postal casli certificate' is unnet i -^shiiI^ laiMiig the ntle of interest. 

l>635). Mr. V. L. Mihia ■ 'i^ou have various assoiiations for shoffs both hero and 
upcountrv. Are there any iruans of i oirmunieation Ictvein ail these' associations? 
For iiist!iiie(', if tlu're is some policy t(j adopti'd. is there one I iH^y vlnch i an see its 
suggestions are aec ept( <l ?~ Th( re is no ( (‘iitral 1 ( \ . 

9010. Nothing lik<’ a federation or a union ?--No. 

9041. You sjH'ivk about unfair e(>ni]X'tition on tlu' part of the Tmy>enal Dank of India 
in respect of depo'uts at its branches. I should like to know exai4.1y how this unfair 
competition tomes about. 1 am Uvsking 3011 tiiis (picstion 1 km aiiso the TmjK'rial Bank, 
as I undcrstancl, g( nendly oilers a vc^ry )oW' rate of ink rest on dejjosits, Ou current 
account it pa\s nothing. The ^hrofjn, if the 3 accept an o{H*n eurnuil aecoui^t and accept 
deposits, wouhl eGrtauil 3 ' be pa 3 ing a high laU* ol interest, dhorc'fore, where does tins 
unfainu'sR in c oinjictition he ?— fk^nerall}' they allra< t t?tatc and other money. 

9642. Is it 111 resjxM t of (State and quasi-Stat<* funds ?— Yes ; fhe otln*r reason is 
where the deposits are kept with the shroffa the income-tax affair comes in. 

9643. This 3011 have referred to m 3 ’our Rtatcment ?- -Yes. 

9644. This is one elemcmt which makcH the competition unfair ? — Vca. 

9645. Then speaking about the Reserve Bank of India you say ; “ The second thing 
of importance is that the Bank should give the shroffs the game status as tlm joint stock 
banks and accord them the same treatment in all matters.” Do you mean to all shroffs J 
— I mean to the shroffs which might cov^cr also village sowcars. Whether they are doing 
bueiiicsa in croros or in thousands, all the shroffs must be given the same status as the 
joint stock banks. 

9646. 1 am asking 3 mu this question because originally the Reserves Bank Hcheme 
contemplated the admission not of ail joint stoi k banks into the category of representative 
banks but certain banks with larger business. So you will have to draw a line between 
smaller shroffs and larger shroffs ? — Yes. 

5)647. ' You say that they would as a condition of their being admitted as approvcxl 
customers of the Reserve Bank submit audited balan< e shecds. But in addition to the 
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Kubittifision of balance! of bankB which wore to have eonnifctiona witfi the Reserve 

Bank, under the Bill, they have to keep certain clfepoaitfi with the Reserve Bank 
permanently and have also to submit periodical accounts from which the Reserve Bank 
could find out what their time Habilitios and call liabilities were. Would shroffs be 
prepared to undergo similar formalities I would never recommend such fonnaliUes. 
Our idea is that it should act as the real State Bank and not only as a bankers’ bank, 

9fi48, About accountancy system, I Ixdicvc you are conversant with the transaction 
of shroffs with their customers and not with the transactiona of villajre souxars or money- 
lender^ with their customers ? — No. 

9049. You arc conversant with the accountancy sj-stcni of shroffs with their 
customers V — Yes. 


(The witnesses withdrew.) 


THE MARWARI CHAMBER OF COMMERCE, LTD. 

MEMOKANDUM. 

My Board have not dealt with all the questions containi^d in the questionnaire. For 
instance, they have omitted to replj'* to the majority of th(^ fiucstions in the first portion 
and some questions in the last part of the questkuinairc. Duly tho-se qiiestioii.s which 
directly or indirectly relate to the indigenous honking system have been p.s for .as possible 
fully discussed and answorcHl. 

2. Amongst the throe buiulro<l members of this Cham))cr alK^ut one hundred are 
indigenous bankers or shroffs. Most of these shroffs have niinierous branches in difh rcut 
parts of the country. Ooiisequently they art* eonver.itint vidth the banking conditions 
obtaining in many commercial as well as agricultural centres of th(^ country including 
some of those in the Bombay Ih-caidency. At the same time these memlHTs, and natur- 
ally also the Board, cannot claim to have an intimate knowledge of the conditions in all 
imrts of this Presidency. But in view of the fact that Bombay shroffs have dealings with 
various parts of the country, the conditions of which also influence th(* conditions in 
Bombay, my Board have kept in mind the facts and circumstances generally of the w hole 
of India taking care to rtder to only such of them as arc more or less common and are 
applicable to the Bombay Presidency also. 

SECTION I. 

3. The existing methods of marketing crops in India are, more or less, of a 
crude nature. There has been little change in these methods for generations. The 
following description which includes procoeses that do not, strictly sjx^aking, come 
under marketing, is intended to give a connected idea of the methods by which crops are 
marketed. 

4. Mbtuods of MarketIjSg.' — The now crops are first removed from the fields to the 
open spaces outside each village not very distant from the fields, which serve as temporary 
storage grounds. ^From here the farmer generally takes the produce to his place 
of residence whore it is stored in bulk in spacious rooms. Thence, and in certain cases 
also direct from the open storage grouiuls referred above, this produce is taken in 
bullock carts to small mandis or country-aide markets. In the case of the villages 
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situated i»«ar a big oen|ral market, the produce 10 , of course, tivkeii there. Hero in 
these markets the goods ai'e markeUxi thmugh commiasiou agents, generally epecialista 
in the line. ^ 

5. The person who takes the products of the fields to the nuirkcts is not always tlio 
farmer himself. It is in many cases the village exporter ” who specialist s in that line 
and W'ho takes the pr<Klnce to the nearest market. It so met lines also happens that the 
village dealer '»r the villa^ viahajmi also purchases the produce and puis the same on 
the market on lAs own account. The trader or tlu^ farmer, wlux^ver he may he, has 
generally to wait in the market for a day or two iii w Inch time his good.s are pin^hascd 
by the w holesale dealers. From these markets diderent kinds of field produce find their 
way either to the ports for export to foreign eoiin tries, or to the local retailers and retailers 
in other places, to lx? sold for consumption in India. In the case hf agricultural prcKiuco 
for export, retail and wholesale dealers of tlie markets are at present being eliminated. 
Since the rectnt past fort'ign exporting houses have begun to employ paid agents to 
purchase the new prodtu'e fresh from the holds directly from the village farmer- These 
efforts of the foreign exporters to capture the internal trwie of the land are harming 
the interests of the merchant engaged in internal trade, without, as facts arc, any 
comiMinsating benefit to the agriculturist. 

0. Financial Kii:QriRE.MENTS. — To understand the financial rep u ire men ts in different 
stages of pr(xluetiori anfi marketing of agricultura] goods it is nor essary to bear in mind 
the extreme poverty of the farmer — a fact w’hieh dominates all the j>roceBS<*H of produeiiou 
and marketing of c rops. That i.s the reason w hy agricultural finance takes peculiar 
and subtle way.s. That is also whj^ this financing eomnienccs from the tinu? of seexl- 
sowing or even earlier. The farmer requires finance first fur seed, then for carrying on 
the various agricultural operations and last but unfc^rtunately not the least, for keeynng 
the wolf from the door. Then after harvests have been reaped, the fanner, unless ho 
happens to be w^el]-tn*do, sells his produce without much loss of time for payment of land 
revenue or land rent, for purchasing the nec^essarios of life and repaymcuit of debts. 
After the farmer thus parts with his products, further financiarrequirements arise for the 
various processes of the movements and marketing of such prcxlucf-s. 

7. Financino t)r the Makketing oe Cnor.s nv Inoigenovs IJankku.s.— Let ua now 
con.sider Iioa^ the procosses of marketing are financed. I’lte uf^w harve.stft are either 
purchased by local dealcns in the market or taken on account by indigenous bankerw, 
big and small, w^ho combine the business of eoniniission agency with Ixmking, In the 
former case the dealer requires to be financed for exporting the same to centra! markeis 
or portf). The dealers both of the village trnd of the market are mostly financed except,/ 
in regard to that part of the goods which is sold for local consumption, by the local 
indigenous bankers, who are in many cases, in their turn, financed by the big indigenous 
bankers of the said central markets or ports. In many eases the latter do the financing 
directly through their mofussil branches or indirectly through their commission agency 
business. A concrete instance wdll make it clear. There is cotton waiting, say at AkoJa, 
to reach Bombay for export or consumption. Either the Akola the dealer sends that 
cotton more or less on consignment basis to an indigenous banker in Bombay, who 
is also a commission agent, and immediately draw’s a hundi for an amount equivalent 
to about 90 per cent, of the value of the cotton. After it is sold the remainder is 
again paid by honoiuring another hundi for that purpose. Or the banker through his 
agent in Akola pays the said percentage to the dealer in advance of receipt of goods and 
later despatches the goocls to Bombay. The indigenous bankers in the upcountry 
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(/.e., l>otb in the presidency and outside) also finance by advancing money to the 
farmer or the dealer against goods which the bankers hold until such goods are sold 
at favourable rates. ^ 

8. It may briefly be restated that the indigenous banker finances agriculture b\ — 

(i) giving seed or lending money for seed, 

(tt) giving loans for agricultural implements, agricultural cattle, payment of land 

tax and also for subsistence and 

{Hi) by assisting movement of eroj>s from the wnfussil to the ports. 

The financing under the first tw o heads is done on the Hcc urity of would-be crops or 
standing crops, landed proj>erty and also on personal security or credit. 

9. It may not be out of pliwje here to mention that therc^ are distinctly two kinds of 

indigenous bankers who assist in financing agriculture. OiiC ( lass comprises of individuals 
or linns who own large amounts of capital. I’he form nnd the method of their business 
are not far dilTerent from those of joint stock banks. Some of these l>ig bankers have 
a net-work of branches lociated in numerous pla'ces in the country. The other class 
consists of bankers of comparatively smaller means wlio are found in towns and 

villages. These latter work morp as mont^y -lenders tlian as baiikerR. Iloth these 
combine to put fortli roughly about ninety per cent, of the total agricultural finance at 
prctsent rcquinnl and met. It may also be stated that the bigger bankers arc more 
eoneemed with seasonal finance than with the constant advances all the year round. 

10. Financing by Joint Stock and otuku Banks.~A small part of the finaiuio 
required during marketing is also provided by the joint stm*U l>aid;s. Besides, indirectly 
theso banks finance by advancing money during the marketing season to indigenous 
bankers. It may also be stated here tliat the exchange banks and other joint 
stock lainks also substantially assist the foreign exporting houses by advancing to 
them requisite amounts of finance for seasonal reejuirements and thus take part in 
financing seasonal inaj’keting. In tliis connection there is a general impression that 
these foreign exporters get greater facilities of finance than Indian traders and 
indigenous bankers. 

11. FOEMATION of fools foe nOLDlNQ AND MAIIKETINO PRODT CK. — I'hc suggestion 
about forming pools or making co-operative effort for marketing produce does not appear 
to be prac^ticable. As far as the farmers are concerned the possibility of consummation 
of the idea is ytd, extremely remote. Ajiartfrom this, the present economic and other 
conditions do not encourage such co-operative organisation. My Board feel that it 
would be wise to wait for some time 3^ct before launching such schemes. If, however, 
any private effort is made to organise p(x>l8 there should be no restriction to their 
development. 

12. Htjndi and other Negotiable Insteitments. — The expression ^‘negotiabla 
instruments *’ includes promissory notes, cheques and bills of exchange. Of all thxw, 
the bill of exchange or huridi has the greatest importance. In India hundi usually 
takes the place of all the three kinds of instruments. Not that promissorv notes and 
cheques are not used. Tliey are in use in a limited degree and the use of the cheque is 
slowly hut surely increasing. The promissory noto is seldom availed of for trade purposes, 
it l>eing generally utilised in private borrowing and lending. But the bill or the hundi 
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ifi the mottt jpopuiar and extensively used instrument. If a poison or trader has deposited 
ith an mdigenous banker a certain amount of money he drav's upon it by drawing on 
the banker from time to time the hundia of desired amounts. If a debt is contract4Bd 
the debtor writes or draws a hundi on himself and thus it serves the purpose of a 
promissor}^ note. Hundia are very largely used for remitting money from one place to 
another. * They save, to a considerable extent, internal use and movement of metallic 
currency, ;.nd thus expand credit. At the time of busy season when otherwise 
enormous quantities of metallic currency would be required tho hundi serves the groat 
purpose of virtually adding to the volume of currency and minimising the difliculiy of 
the time. For the internal trade the hundi is an indispiuisable thing. 

13. Port^r.ArjSATioN of hi .ndis. — It apj)ear3 to my Board excceduigly desirable that 
effective efforts should be made to ensure a more extensive use of hundia and in this way 
not only to develop a habit of banking but also economise the use of bullion for currency 
purposes. This can be done by the following among other ways : — 

(t) Encouraging the use of fnmdis not only among traders but also among noii- 
traders, middle c hisses and niaKscs, This can be done by co-operation with 
indigenous bankers. 

(h) By abf>li.shing the stamp duty on mtidali humVta^ 

{Hi) By arranging that Ikvna'jary (Hindi) characters vshould In? moit* and mort^ 
largely used in kundia vitb the aim of univcrsalising the use of these charactei-s for 
hundi fi. riiis is necessary ft»r the reason that most hvndiH in North India, Rujputaua 
and other places arc written in Mudki or Mahajani chiwatdeis, a fact which is an 
iinpcdimcnt in the \vay of popularisation (d huno.ia for private remitiarnces and 
causes dithmdty and (‘onfusion. Besides Hindi characters can Iw read by ihe 
Jns jority cf the pe(:q>le. 

14. IxTEiixAL KKraiTTANCE^;’, — \.s far a.s trade remittariCeH are concerned, hundi or 
the dr.ift constitutes a full and adequate means. BomV>ay and ('alcutta arc the two 
clearing houses of India. Delhi, though in a lesser degree, ptuforms a Himilarly imjiortant 
fiiriction. In any toun of any consequonee in terms (.4 trade and commerce, hundia on 
Bombay and Ealcutta can be sohi and purchased in an unlimite<i'’^neasure. The result 
is that payments dut' to be made not only to merchants in these places but practically 
to merch.ints in all other trading towir-i :-rx' made through h'urnHa of Bombay or Calcutta. 
In particular seasons large <]uantitieii of rash are transferred through baniis for purciiai'e 
and movement of new crops. To small })lace« where tinux- are bruMcIu^s of Clovenimcnt 
Treasury cash remitta/iccs are also made. 

15. For private or personal purj>oHes money is remitted internally thr(yugh the agency 
I)esideb of hwttdia^ of— 

{%) ^loney orders, {il) Ilegistercd Insured post, {Hi) Telegraphs, et c. and (it) Cheques* 
As has been indicated above, hundia me not sufficiently^ utilised by private individuals 
for various reasons wiiicli will be more minutely explained in the follow ing, 

16. Fikajtcij^g AGA1N3T iK8Tiii;>rK>5TS OF OwNEttSuiF. — Under thi.M question there is 
one more point on wdvich my Board should like briefly to express their views. As far as 
the experience and information of my Board go, railway reeei]>tfl and to a small extent 
also bills of lading are the instruments of ownership which are generally employed for 
raisinf money during marketing. No doubt in forward contracts delivery orders arc 
issued and pass hands as documents of title to goods in highly organued cities like 
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Bombay and Calcutta. But except in Calcutta and very rarely in Bombay# they are 
not commonly utilised for raising temporary or seasonal finunoo. Besides the use of 
delivery orders is by no means general. In other countries, particularly America, 
warehouse receipts and other similar documents are freely accepted as proper security 
to advance money on and thus are caused tn render an invaluable service alike to the 
agriculturist and the trader. , This wholesome practice has no vogue in this Presidency 
though godown receipts are largely used in the Punjab and the United Provinces for 
obtaining finance. 

17. My Board therefore suggest that arrangements should be made to establish 
licensed warehouses in this Presidency. These warehouses may Ik? oj^ened and run either 
with the co-operation of the Railwa^Ti or with the assistance and direction of Government 
or in both ways. In the former ctiae there need to be in junction and terminus stations 
spacious warehoUHOS. The Kailway w'onld have to arrange that any one washing to 
despatch gowls at a particular future date may store the same in such a godow^n and 
obtain at that very moment u raihvay receipt w'hich nuiy be employed like the present 
railway recuuj^ ts for raising linanee.* But this w'ill not be olTective and adequate for the 
needs of the w hole country. BcHides, this is an arrangement very different from what 
licensed w'arehousing standK for in other countries. These may he operated in the 
following vra y. They may be ojx*ned cither by the. Imperial Bank, other banks or bankers, 
by private persons or by Government. But \vhoev<?r estjj.blish(‘s tlic.se. their working 
should i>e Under some form of Government control f„nd direction. A small rent may be 
charged for Htoring. Any agriculturist or trader may bring his goods to the licensed 
W'arohouae. On re<'eipt of the.se goods the Manager of the warehouse should issue 
a receipt stating the deserijition and (piantity of the goods. These warehouse receipts 
should be made negotiable. These receipts representing so nuvn v tons or maunds of 
grain, seeds or cotton wall thus be an excellent security for raising iinance. The 
urrangcTiKut is calculated to add to the holding y>owcr of the ngiicidturisl. 

IS. In bigger ydaces it wtmld be de.sirable*, if possibh*, for warclionsCvS to specialise in 
particular tormuodities. For instance, a set of godowns may bo reserved entirely for 
storing cotton* others may store s(/U‘Iy and so on. Tlie system will become more 

scientiffe and increase its usefulness if arrangements ean be made to survey each lot 
on its entry into tl»e vy.iTehouse aiul the result of such survey in regard to the quality and 
refraetum, etc., of the goods is <*ntered on the warehouse receipt. This will enable 
a linancier to calculate fairl\ < urrec tly the amoiuit of credit that can be safely given 
tiicreom The success of the experinient wdll thus be ensured. Even tbougl'. it may not 
be passible to secure this latter faeility at the outset, a Ix^giniiing may soon,t>e made. 
My Board strongly reeommvmd that licensed w-arehouses should be opened and operated 
and every effort made to nutke them a Buccess. 

19 . My Board suppase that the idea of licensed warehouses should take some time to 
materialise. They have thei'efore to suggest that meaiiwEile the Kailway authorities 
should make arrangements so that a railway receipt in respei't of any lot of goods may 
be issued on the same day on wdiich such lot is taken to the Railway yard. There may 
therefore be t w'o different kinds of railw'ay receipts. Fii-st ly the prevalent kind of railway 
receipt on w’hich th€ date of consignment is written and which is issued only when requisite 
w agons are available. It is implied thereby that the goods of a railway receipt ar® 
despatched on or about the date of the railwax^ receipt. v 
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20. Thi^ s^on<l class of railway receipts will con tain tlie date of the entry of tHe goodf 
into the Bailvvay yard or warehouse. There will need to be an implied or expressed 
condition stipulating that the goods shall be despatchedeo many days after the date of 
the railway receipt. The charge made to the consignor may include, besides freight, a# 
at present, the amount of premium the Kaihvay may have to pay for insuring the good# 
lying in the Rr.iiw^ay warehoiisc or yard. For it w oukl be itHtcssary to insure such goociS 
against lire, theft or any other aecidenl. In other rcftpects this railway receipt will be 
similar to the oilier kind at present in ukc. Thii< suggestion is made- w'ith a double end in 
Tie\y. If c arrit d out, it will remove the grievance that wagons ore not provided by Bail- 
way authuritics promptly during the' marketing scasitm whic}i causes loss of interest to 
the consigner. Ik8i<ics, it w ill provide tlie facilit y of raising finauce imincdiately a dealer 
or farmer lows Id.s produce ready in his possc\ssion and in a marketable condition. 

SECTIO^C IT. 

21. Functjofs of an Indigenovs Banker. — ^The functions of the iTidigeuous banker 
or ahroff arc practically tlic same as those of joint stex’k banks with one importaut excep- 
tion that the indigi'uous banker as a rule dcK's not use c]ie<|ueM. Though a few f*hrofff* 
hav(‘ attempted to adopt tlie system of < licques their number is t(x> small ti> merit iiiention. 
The indigenous liarikcr tekes deposits lot)* on current account and for fixed periods, 
gises loauB for slan t as wed as l(»ng o uratiem. gi\e.s money on t all, discounts and accepts 
hundis- or bills for t olU'ctio*! and gives huudis or drafts for purposes of private aiid trade 
remittaoc‘t*s. 

22. The rv/iro^jf* genendly combines wdtli bankico the busuietw.: of commission agency 
which in ils ( tbo t is also a form of foinking. In some (nises Im is also engaged in trading 
on his own account- Tlierc ari‘ three classes of bankers. Firstly, thofeo wdiodo no other 
busiaes.s cxci'pt tliat of bauJdug, .secondly, Ihost? wdio are both bunktws and eoimnission 
agents and la.stly, th< *se w ho arc principally men hant.s or Iraders, but W'ho also employ 
their capita! uiore or Icsk acconiing as it gets disengaged, in banking, the latter being 
a. sub.suiiary braiicli t)f tlunr business. It maj' Ijc interesting to the 1 ■ommitteo to know 
that tile ls*.rg<'st nvnnber of indigenous bankers belong to the second category deseribed 
alM>ve. 8{*'‘()nd to them in number and perhaps aLso in importance come the firiBt and 
the third c hisses. 

2o. Finance: of AannaLTuitE by suKorFs.- Tlie indigenous bankers in Bombay, 

directly through tiveir branclies in the eoimtry-side and indirectly through llus local 
bankers in th(‘ mojussil w hom the Bombay bankers liiiarn e, are instrumental in liiutncing 
agriculture to a considerable extent. The (question of agricultural tiiuinco has been 
discussed at length in the foregoing pages. 

24, Finance of Tkade »y BnKOi'’rs. — The indigenous banker llnanccfl trade in 
a substantial manner. As far as the iiitemal tnwfe is concomed indigenous bankers 
linanee roughly, on a cons(*rvative estimate, about seveuty-tive per cent, of tlie total 
inb?m.al trade in nuiimrous ways, though their part in the financing of foreign trade i» 
practically negligible. 

25. The* Bomliay shrofjH fi fiance infernal trade in the follow ing among other ways : — 
(/) The shroff, w ho is also a conuiiisHion ngi'nt, pays to his moJiJSfiU conKtituent fK>m. 

wn t iily to ninety jKU' cent, of the price of the goods against railw ay receipts either 

by honouring the lulls drawn hy tiio coiistituents or through his branch in the iPofusaiL 

This atl vance remains until tlie gcxxls of the raihvay receipt are sold in the market, but 

this is done wholly on behalf and account of the constituent. 
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(U) Tbo sktoff als<^ pufoha90« on account of his mofusail constituent bullion, piece- 
goods, sugar and other imported commodities and pays up usually the whole of the 
price of the goods to the seller in Bombay and receives back the money from his consti- 
tuent after the goods purchased for the constituent are received by him, frequently 
many days thereafter* 

IP’ 

(Hi) The indigenous banker also finances internal trade By discounting trade bills 
or huTidis some of which he gets rediscounted by the joint stock banks. 

26. i’lNiiKCtNO OF Industbies by SliiiOFFS, — The financing facilities afforded by 
indigenous bankers to industries also are by no mcan.s inconsiderable. The cottage 
industries and the smaller factory industries are mostly financed by shroffs. The bigger 
factory industries also receive tuiancial assistance from these shroffs in several shapes. 
The following among them desi^rve rmnition : — 

(i) Subscribing shares of manufacturing industries ; accepting deposits of shares and 
giving loans against them. 

{ii) Purchasing and holding dclwmturos of industrial (concerns. 

(in) Giving loans either against the general psH-urity of the t(dal mill property or 
against particular parts including products of the mills. 

(iv) By joining managing agencies of mills as financiers. 

27. The shkoff’s ('afital. volumk of bc.'Hiness and EN.Fi3NSE3. — Since the 
questionnaire under reply was roc/cived by my Board, tlicy have been trying to collect 
figures regard mg the information Uvsked ft)r tiiruugb this (picstion. But difiit'uHics liave 
come in the way which have proved to be inseparable and unHuniioiintahlo. It is not 
therefore possible for the Board of this Chamber txi give to the Banking Committee any 
estimate about the amount of capital invested, the volume of business and expcmscs 
thereon, which may b(3 claimed to Iks fairly acamrate or reliable. They have therefore 
to content thornsolves merely wdth expressing their idea about the same in general 
terms. 

28. The amount of capital invi^strid by the indigenous bankeJ's of Bombay in their 
buainoBS of banking and commission agency is immense. Its quantity may be inferred 
from the extent of iinaneial facilities provided thcrel)y. The turnover of their business, 
though still very large, used to be much larger in former days. Even at pieseat the 
total of daily cash receipts and payments of the indigenous bankers in Bombay would 
OXCood that of the <‘orres|>on(ling figures of the joint stock banks. Tiie expemses incurred 
by those bankers on their business are, ('omparativcly speaking, moderate. Their methods 
are remarkably economical, one reason among others being their simple system of 
accounting. In view of thc:?o facts it is a matter of regret that the profits of the 
indigenous banker have been steadily decreasing so much ao that he .is eompellod by 
necoasity to combine otlicr tnuim with banking. 

29. The relations dkxwhen one iNDicENorj.s bankek ani> anothee. — Shroffs 
accommodate one another by giving short credits or call money. Whenever a shroff 
requires for fulfilment of his obligations more fuxids than he happems to hold on a parti- 
cular day ho immediately communicates with on© or more of his fellow shroffs and the 
required amount of money is imm6diately forthcoming. All these transactions are 
cx)vored by what are described as chalu kheUa and bi^aj badla, wlxich interpreted in 
banking language maj)^ be termed as “ Banker’s mutual current and fixed deposit 
accounts.” 
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30. Thu bblations between inbioenotjs Bankers anb Joint Stock Banks.—' 
The shrqffa obtain a iiniit>ed amount of linaiico fr^m joint stock banks on demand 
promissory notes signed by two shroffs on their approved list or by one shroff and one 
merchant. The shroff also gets finance on such of his hundU as are dravTi by an approved 
merchant and ore endorsed by himself, or by another approveti iihroff^ if ho is not an 
approved shroff himsolf. The pcritKl for which such accomuKKlation is granted is usually 
two months. Eacli joint stock bank advances finance to a shroff on these lines only 
up to the limit fixtxl for such shroff. Even wlien it is not a busy season shroffs^ a part of 
whose eapita.1, like that of the bill brokers of the London monej^ market, is borrowed, 
obtain liquid finance from iliost^ banks on the security of share certificates and Goveni- 
incnt paper. At present the relations between shroffs and joint stock banks are mutually 
l)cncficial and supplementary. 

31. These relations art> in nature similar to those descrilx?d in (ei) above, though they 
clilTer in extent of facilities afforded and sometimes the Imperial Bank errs on the side of 
sitrictness. There is an imprcsHion rightly or uTongly entertained by tlio shroffs and 
other mercantile public that the Bank is not al>le to provide sullicieiit accommodation to 
the shroffs by rediscounting trade bills. The reason ascrilxxi to tliis is that the Bank 
Is not able from time to time to judge the position of oacli shroff. There is a grievance 
that the limits of the approved shroffs are not adequat(\ particuljirly in view of the fact 
that previous to the amalgamation of the throt^ lYesidcncy Ihinks into the present 
Imperial Bank similar limits were maintained by each of the thnM> IVesidoncy Banks. 
Tht're docs not appear to exist a satisfactory relation based on a perfect understanding 
of each oth<‘r's position and requirements. 

32. The TvIclatjons ni:T\vEEN siiiioins and other Banks.— T he shroffs have hardly 
any relation worth tlie iiaino with the co-operative banks. Tlic cxi'hangc banks, too, 
mostly come under the same l ategory ; for although tlicy may l>c providing foreign firms 
with finance they iiardly eve r finance internal trade or rediscount shroffs' hvndts, although 
these hanks receive tlejiosihs amounting to about fifty crores of lupees annually from their 
clients in India. 

33. One fact which perhaps has some significance from the point of view of tlie w orking 
of tiic crefdt macliinery may be pointed out. It is f liat sJmffs krej) their rates of discount 
slightly lower than thof c of the joint stock banks mid niilurally also of the finjieriul Bank 
and tlie rate of inleicst mutual borrowing among the shroffs is elieaper than for other 
merchanis or private individuals, 

34. This question has been jiartly liusAvcrcd under part (d) above. Proposals by 
which more adequate facilities can be Bceured to indigenous bankers arc made at another 
place in the follow' ing paragraphs. 

35. Classes and fobms of tilndjs and other matters. — There are twm kinds of 
huridis called darshani and mudati hundis. The expression dorshani huri/ii can be trans- 
lated as a demand kundi payable at sight and a rnudaii Mmdi means a hundi or a bill drawm 
for a period of from 1 1 days to a year. Very rarely one comes acrosH a hundi of a longer 
period. 

36. As a rule both darshani and mudati hundis are shahjog hundis^ payable to 
shah or shroffs Lc., “ a j^erson of credit and substance in the market.” The legal implica* 
tion is thAt the jierson ‘ drawee ’ paying the shahjog htindi is c.xf e< Ud to make reasonable 
eiiqiurie.s about the holder before making the payment. At least he must not pay 
a at ranger. 
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^7, Of vef 7 remit origin and of limited use is another class of hundu called 
deichadnerjog hundis^ the expression dMadmrjog meaning “ paj the preeentor/’ 
in Kngliuh it would mean nothing more or less than a bearer bill. 

38^ Besides there arc fixed deposit {hynj b(idh) and current account receipts. The 
practice of keeping printed forms of these receipts has, of late, l)ecome common. 
Generally the forms both of a current aceoiuit deposit and fixed term deposit are 
the same. 

30. Sample cojjias, printed or WTitten, of all kinds of hnvdis, deposit ix'ceipts^ 
iiTomisflory notes used in Bombay jmrticularly among the mcnilx is of this Chamber and 
their translations in English are attached, 

40. TMi*oinrANc:K ov thk shahjoci iiukdi, — M y Ih.ard desire to make a few remarks 

abt)ut the s^uihj(jg hundi at this place. TJie character of the shahjog hnndi is unique. 
There is nothing in English or Western Wiiking practice corresponding exactly to the 
denotation of ■* If a or a shr<;ff may he accepted to mean purely a banker, 

as, it appears, the word origiiuilly did mean, t he nhahyjg Innidi is a cropKdx ar^'r I ill . That, 
however, does not bring out the wdiole significance. There is a special crossing knovii in 
mfxlern b^mkiiig by the terms ‘ Ni>t ncgotialde ’ nu'aning ‘ Ik w^are of the liolder.’ Both 
these crossings may by eombination express the sense of ‘ shihjog,* 

41. Now, this form has Ix^n a wonderful success since the <la}"s gone by wdien 
economic and social and political conditions W(;re of a dificient and simj>]e nature up to 
the prtjseiit day when txoiiomic organisation is highly developed. The peculiar character 
of the ff)M,hj<yg hundi has l>e(ni instiumental in largely popularising the use of h’undifi. 
The drawer and all the intermediate parties after him have a sci^Fe of tec urity in so far 
AH they know that if the drawee jvavH the amount of the hv;ndl to a ]k rson l.aving no 
title to it, he (the drawexi^ wdll be held reK|K)nsible ami tlieir ow'n moneys are 
«afe. On the other hand the drawcie relies on the fact that he is paying a knowoi 
ehroff or mendumt sk 3 that if a defec t of title is suLsequeidiy disC()\Tcrcd he can get h is 
money bock. 

42. Ro<*enlIy, how^ever, there have been some cast'i};? hi which the shroff w ho made 
jwiymeiit of a hundi to a holder who turned out tc) lx- a bogus [>arty was penalised. No 

f doubt in big modem citic** w'here it is no longer piossible to know' every < radcr in the hole 
city such cases of hardship aix) likely. But tliis difficulty can be overcome by insisting 
to honour a fihadjtxj hundi only if it is lield and presented by a shroff. Some people are 
in the habit of lightly recommending that shahjoff must go. My Board are strongly 
of opinion that no change need l>o made in this matter. 

*13. My Board have also to suggest that with a view to obviating the difficulty iu 
deciding whether a particular party presenting a kundi is a shah or not, arrangement 
should be made to establish an Association in Boml ay the membera of which should be 
considered as shaK for the purposes of shahjog hundis. Meml)ers of all the recognized 
trade Associations should be admitted os members of the proposed Associaticn. Non* 
members of credit and substance should also be eligible. The membership of the Asso- 
ciation should be restricted and special provision should be laid dow n providing that only 
known and rcliahle parties be admitted into the Association. The Association should 
keep full addresses and other necessary particulars about the business, etc., of the 
raerabers. lliis Association will, in course of time, become the authority for interpret- 
ing, directly fo|: the benefit of th^ members and indirectly for the public generally, the 
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*<?ti^dTns a^d practices relating to humlia. It should be therefore a thoroughly rcpream- 
tative Association which should inspire public couiidenee. Such Assotdationa may alfto 
i>e established in other cities. For the consummation of this idea private effort must be 
'Supplemented by state help. 

44. Krxns or loans AnvANHjraD nv shroffs. — T i>e indigcnwis Iwuikcr in Bombay 
advances Joans the fe^llowing kinds : — 

(i) Khata Peki or Ch<iiu Khoitfi : As has l)een irtated abow, ^^hroffs generally borrow 
from one another under Khata Pctu or Chalu Khata, Chalu KJtaia has a double mean- 
ing. It .-serves tlio purpose lK)tb of loans and deposits so far as transa('t^fui8 mutually 
Ix'tween are concerned. If one ahwff asks another for a certain ammint of 

money as ten»j)orr^ry acM:u)iiRnodation and the same, it is a Khata Vekt transaction 
and is in the nature of a (dean overdraft or call money. On the other hand if one 
shroff, of ])is own atX'ord, deposit.^ with another some of his surplus funds, even then the 
transaction will called a Khaia Peia one, though in tliat case it is merely^ depc>sii 
an curreni account. The moneys borrowed or ck'positcd in this way must l)e returned 
whenever the leading shroff wants thern back. The borrowing r:hroJf has also the 
•option to return the same •whenever he desires. It may also Imj noh^d here that 
Chalu Khaia means mcrelv a deposit account to a private persem. I.oans to private 
individuals are given on different conditions. 

{ii) Badla or MiijarH Khata : Transactions under this account are similar 

in nature to those descTibed above. The only difference is that under tbia account 
moneys are borrowed and doposited by previous mutual settlement by which the rate 
of interest and the period of loan or deposit, as the case nwvy be, is fixed. This period 
generally v'arics from a fortnight to a year. 

(Hi) T'iscountrng of rihwdati hundis : By discounting kimdiSy shroffs have beeti 
advancing finance to traders to a- considerable extent. Formerly this form of finance 
was very connnon, Kven at present it is largely prevalent, although owing to the high 
stamp duty on these himdis tlicir use has much decTeased.. That is the reason why 
my Board have strongly recommended abolition of the dsity. 

(ip) Loan.s for long jx^riods : Loan.s for long iwriods are also fairly common. They 
are advanced against various kinds of setnirities such as jewellery, buttion, shares and 
securities, agricultural produce like oot-ton, grain, seeds, etc., and immoveable 
property, 

(r) Shroffs also giire short credits locally against railway receipts endorsed in their 
iavcJur. This is different from commission ag(uicy business. 

46. The w'ay in which the indigenous bankers fn^m time to time provide themtxdvos 
with funds from one another has iKicn mentioned. Thej’' also borrow moneys from joint 
stock banks and the Imperial Bank against promissory notes, trade bills, shares and 
^curities as explainexl -above. 

46. Rates of inter kst on lgaks aki5 JjhrrosiTS. — The raters of interest, charged by 
indigenou-s bankers are as follows : — 

(a) Khata Feta Rate The oflScial frtte fixed by the Marwari Chamber of Commerco 
remained 7 annas 9 pie.s per cent, per mensem up to the year 1919. From 1920 to 1926 
4t was 10 annas per cent, per mensem. In about 1927 it again bcHjame 7 annas 9 pioa 
and continued to be so up to the beginning of .Tiily last. Since then Chalu Khata rate 
lias been 9 annas per (rent, per menscra. By mutual settlement the members charga 

MO y s;i—67 



530 


a higher or a lorer rate according as the season is busy or slack. Generally tlie ChaJU 
Kfiata rate varies from four annas to eleven annas per cent, per mensem. The other 
ahfoffit in Ik)nibay also keep the same or similar rates. 

(6) Byaj Bmlla rate is, ac(X)rding to circumstances, either sUghtly lower or slightly 
higher than the Chain Khata rate. It varies more or less according to the bank rate. 

47. Rates of interest in villages.' — My Board are not aware of the alleged practice 
among shroffs to iusisl on advances being drawn in the shaj>e of commoditicB purchased 
through them or repaid in goods sold through their ageing'. As far as Bombay is 
concerned the practice is unknown. 

48. The B(;ard aro not able to mention the exact rale or rates of interest charged by 
fnahajans in villages in this Presidency. To the best of their information the usual 
average rate is 12 jier cent. Rates vary with different plaet‘s and with different borrowers. 
The rate that a particular farmer will get depends ii])on [i) his ceonoinie c ondition, be., 
the immoveable and other projanty possessed by him, (if) crops present or future, 
{Hi) Im business credit and {iv) moral character or credit. A farmer who can offer any 
of these kinds of security, not necessarily by mortgaging, c an get loans on reasonable 
rattis. 1’he net return to the village makajan or shroff h roughly a))cnit 0 per (‘cnt. on the 
amount of capital invested. 

40. My Board would certainly welcome a reduction in tlie rate.s of interest charged 
in agricultural parts. It g(H\s without that if the farmer can obtain loans on 

choajKJr rates to that e.xtvnt he will effect a saving which he can .spend for useful puqmses. 
But nw Boani fear that it is by no lueans eas}^ to bring about the said reduction in the 
near future. The main reason for this is that througli a ^a^iety of caus<\s the farmer is 
not in a position io offer any security for his debt. I’he implied security of his next 
crop carries a considerable amount of uncertainty cause d by the uncertainty of the 
monsoon. My Board feel that no institution wxirked stri^’tly on m(Kieni banking 
principles can shoulder the risk involved in entirely unsecured debts. The village Maha- 
fan wlio takes this risk believes himself to be protecbxl by the high rate of interest. 
Any law pi;ohibiting high rates of interest will not be effective until the condition of the 
farmer is otherwise improved, 

50. Shroffs’ Methods of Business. — ^Thcre is no prejudice against the indigenous 
bankers in Bombay. On the contrary they are generally looked upon with respect and 
are naturally popular among the trading community. As far as the knowledge of my 
Board goes their methods are entirely above board. Generally the indigenous banker 
has a very high Bcnae of business honesty and is exceptionally careful about his credit. 
A few facts may lie mentioned with advantage. Until about a few years ago there were 
no strict banking hours among the shroffs on account of the belief that a shroff with a 
good credit must not refuse payment at any time of the day or night. An old rule of 
this Chamber enjoijaed honouring certain hundis even up to 12 oVloek at midnight. 
Formerly shroffs would not give receipts of deposits, it being considered derogatory to a 
good shroff's credit and a refleotion on bis word and his IjookB that he should be required 
to pass a written receipt. The shroff is punctilious to a degree about recording in detail 
the strictly corjject and honest nature of ©very transaction in his books of account. All 
may not know that the shroffs' system of accounting is a scientific system though at tho 
tame time a very simple one. In essence and largely in form it is nothing less than tho 
modem double entry system. 
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51. Altliotlgh old ideas and methods are ciianging and the shroffs are adapting 
themselves to the new conditions, the underlying spirit and the sense of strict honesty 
and fidelity remain unaffected. As far as the knowledge of my Board goes there is 
nothing in the conduct of dealings of the shroff which may not be called sound. 

r)2. Unfortunately the shroff is now coming to receive embarrassing attentions from 
Goveniment- The Bombay Government has passed a law styled the Dekkhau 
Agriculturists’ Belief Aft which iiicliidee a section effect of which is tliat if a dealer 
in the niofussil has purchased gocKls through a commission agent in Boinbiiy and such 
dealer subsequently becomes owmer of an agricultural holding from which he derives 
a substantial income, the commission agent-— he ia as a rule also a shroff-^ cnimot sue the 
dealer for the price of the said gocxls in liomba}’ Courts. He must go to Hubli or 
Dharwar w herever the dealer hapi>ena to reside. On the face of it, this is an unjust 
arrangt'ment and seeks to put the ccnnmissioii agent to iiiconvenieuce and loss. This 
law must 1x3 suitably amended. 

53. How' SHROFFS CAN BE MADE MORE SERVICEABLE.— Tho indigenous banking system 
f)f India lias worked efficiently and satisfactorily for centuries and has (‘ondneed to the 
wTll-being and prosperity of the country. This systoni has been adapting itself to the 
changing conditions of modern times and with a little improvement here and there> with 
alittlo, State recognition and State help the system can 1x3 made to answ'or all the purpose's 
of an efficient, serviceable and sound country-wide banking machineTy. Owing to 
certain causes the indigenous banker has recently become even more }mnclicap]X‘d than 
in earlier years. His business Inus been stca<lily dc» rcasing, liis y^rofits vanishing and his, 
position getting slowly undernuned. It is the duty of Government and tlie public not 
only to reinstate Idm on his former position but to ccpiip him with all the rof-ourccs and 
facilities nc(;css4uy to enable him to discliarge the heavier responsibilities arising from 
the new and progressive conditions of the coimtry in a maiuier satisfarUny to all 
concerned . 

54. The chief handicap under which the sKreJJ is working is tbo insufficiency 
of facilities of finance. Private finance, in order to cnf»ble it to meet the increasing 
demands of trade, ought to be su];plemcntcd by State money. In cm h rr.odcrn civilized 
country there is a Imnking system fcavntain head cf which Is the State Bank and which 
has l>ranehes and sub-branches spreading out in all parts of tlie c■ountry^ The finance^ 
that flows from the fountain hce^d goes coursing along the branches and suh-bran.che» 
and irrigating and nourishing every form of economic enterprise- — trade, commeree, 
industry and agriculture. 

5.5. The State’s banking agency in India is at present the Imperial Bank of India. 
In other countries the State Bank is cither a bankers’ bank like the Bank of England c-r, 
if it does banking bii8ine.os on its own account, it takes care not to compete witli private 
banking agencies. The Imperial Bank does not follow these principles. The result is 
that instead of finance flowing out from the reservoir it is drained and drawn to it from 
the numerous little spots in the c ountry. The Impciial Bank’s comyietition is being felt 
by all the Indian banks and bankers. The following facts rrc worth mentioning in this 
connection : — 

(t) The Imperial Bank is manned by European staff who have few, if any# 
opportunities of Icnowing their Indian clientele, particularly the shroffs. In ihc 
absence of any contact, social or otherwise, the manager is not in a position to appreciate 
and correctly apprrise the position of bis clients. Henco even such fatdlity as i* 
thcoreticGily avcib^bU U> the shr<fj is not possible to l;e given fully in j^ractice. 
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fii) TBe Imperj&rBank gets enormous amounts of Government money free of interest 
and is, tiierofore, in a position to compe+e with private banks and bankers. 

{iii) The deposits received in branches of the Bank are drained to the head 

office as the foreign managers of these branches are unable to employ them in looak 
trade and commerce 'without, as they think, incurring risk. This worsens the position 
immensely. 

{iv) Most of the Ibans proposed to the rnofmsti braiw^hts are given only after and not 
before consent is obtained from the head office. 

{v) llie credit limits fixed individually for the shrvffs in the capitals or banking 
centres are inadequate. It has been particularly so since the amalgamation of three 
l^^eaidency Banks (Bengal, Ma iras and Bombay Banks of old) into the Imperial Bank* 
Formerly each of the Banks had the same limits indi-vkiiia% as are now maintained 
collectively by the amalgamated Bank. 

(vi) There is an impression abroad that the one hundred branches recently oi>ened 
by the Imperiat Bank are not bringing profit. 

The cumulative effect of the abovementionod factors combined with other difficulties* 
has contributed to bring about a thoroughly unsatisfactoiy^ positon. 

5(i. My Board have therefore to aubinitfor sympathetie consideration of the Bankings 
C!omnultee a suggestion which, as the Commit toe will see, has the support of a largr 
section of public opinion in Bombay. It is as follows 

{i) The policy of opening branches of the Imperial Bank in the mofunsH should be* 
discontinued, 

(ft) Instead in principal centres of trade and agriculture shroff/i of substance and 
credit should he appointed as agents of the Imperial Bank, one in place. It would 
V>e better if more than one combine to form into a firm. 

{Hi\ These agents may be required to : — 

fa) Put a certain deposit with the Bank as security. 

(vh) Give a ^(uarantec for a particular volume of business to be dune at the place.*- 
(e) 'Submit toqa^riodical examination of their tUiitisactioMB awd accounts by the 
Bank's inspector. 

fu’) TlifSf iigente may be prohibited from — 

(a) Doing any business banUing or other wi\h the Bank's aioney and 
(o) Keeping his own goods iu the Bank’s godown- 
{v) Appointment of these shroffs shouUl be D:adc in the first instauce fcjr a j.eriud 
ef r» years which may bo from time to time renewed, though in ease of fraud or 
misconduct their services uiay be diepeiisod with on shortest notice. 

(I’i) Godowns should be opened by the Bank and put in charge of the agents. 
Oodown* keepers may be appointed by the Bank. 

(vit) If the experiment proves to be a success, the mofvssit. branches of the Imperisl- 
l^nk must be diseontinued. 

57. My Board feel coafidcut that given a fair chance this proposition is bound to W 
successful and fplfil all the banking requirements of the plates wdere it i« worked. The' 
hiot of the connection with the Imperial Bank will lend additional credit and popularity 
to the agents. It may be arranged that these deposits should bear some interest. My 
Board dcHire to urge that in the event of a run on the a shro^ wdio receives deposits, 
7h^, Miim-iiTi Ckiirt>bcr of Commerce f Ltdi 
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€li« Imperiftf Banic should at once ascertain the real po^kion of the agent and if it is foonci 
that hia position ia sound, the Bank should help him financially to tide over the storms 
There need he no fear of any risk from the appointment of agents as these agents 'wdll b# 
toen of means and credit and ■^dll have a reputation to uphold. The intimate knowledge 
and experience about local conditions of these ^ihroffs will help them to secure businese 
and provide facilities of financ^ to local trade. Their overhead charges w ill be less, a fact 
which will ensure profitable working of the agency. They should be alloW'ed to do the 
work of collection of hnndis and thus also help in expansion of credit. There is every 
reason to believe that the shroffs will in this way become more serviceable. The example 
of the guarantee shroff w ill provide an incentive to private shroffs to emulate him in many 
ways. The hitter will receive facilities of finance from the Bank’s agent and they will 
regulate and adapt their methods po that they will also be in a position to attract depositu 
and do other banking business, 

58. Estabi,18hmkj«t of a Reskrvb Baiyk in InniA. — From the foregoing paragraphs 
it should not be inferred that my Board are in favour of the continuance of the Imperial 
Bank in its present privileged position. While, therefore, the Board are conscious that 
this question does not come wdthin the 1‘rovinco of the Provincial Banking Oommittoe,^ 
they desire to make their position clear in this matter in order to guard against any 
possible misunderstanding. My Board are definitely of opinion that the need of forma-# 
tion of a suitable Reserve Bank for India is greater than ever. It would, therefore, b© 
essoiitiai that the contract with the Imperial Bank which terminates in 1930 must not bo 
renewed. Thenceforward the bank will continue as a private bank divested of the 
privileges conferred by Government. Instead, Government should establish a Reserve 
Bank of India after the model of the Australian Reserve Bank. Constitution of this 
State Bank should be such as to inspire confidence not only in mercantile and banking 
public but also the general public of this country. For this reason it would be 
exceedingly necessary tlvat on its directorate the Indian Legislative Assembly should also 
be suitably represented. More detailed proposals are being deferred for submission to 
the Central Banking Committee. 

59. In view of the above, my Board’s observations relating to the Imperial Bank of 
India will in effect apply to the Reserve Bank of India. Until the establishment of such 
a bank the Imperial Bank may be caused to give effect to the proposals mad© herein. 

00. My Board do not think it is practicable to have co-operative or joint stock banks 
in the place of indigenous bankers. The causes wliich have prevented the co*operative 
banks from meeting with the desired measure of success have not ceased to operate. 
These banks have a foreignness about them which is an obstacle in the way of 
their }>opuIarisation. Their system is not sufficiently adaptable to Indian conditions. 
Particularly the agricultural community cannot derive much benefit through them for 
they are naturally worked on lines which do not take into accoiiut the economic conditions 
of the masses and their extreme illiteracy. In my Board’s opinion guarantee shroffs 
in conjunction with other shroffs should be able to mt^et the requirements of the situation. 
Only they need to be provided wdth more finance and other proper facilities. 

61. SupisBFLijiTY OF FcNDS IN THE MoFussiL. — As far as the information of my Board 
goes, there is no great superfluity of funds in the fnofussU. The big shroffs of the provin- 
cial capital and trade centres send large amounts of money to the mofussil for financing 
the movement of crops during the season. When the season ia over these funds naturally 
return to the place of origin. Even if these funds are employed by the central 
shroffs through their mofussU branches, it is not correct to say that these funds are 
local funds. 
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SECTION 111. 

f>2, THE rxiSTlNO FACIUT1K8 OF INVESTMENT. — Although there are joint stock hanks^ 
( O'OjHJiutive banks, indigenouw bankers, insurance companies, provident societies in the 
province, the practice of investment of savings i« no doubt at a low ebb. To a certain 
extent each of these institutions is contributing its mite ; but for various reasons the 
results are not spectacular, not even malcrately satisfai'tA’v. In cities, merchants keep 
a certain amount of their funds in the joint stock banks. Among non-traders, educated 
j[>eople, Government and other servwite drawing good salaries keep their savings in the 
banks. But the general pubii(.‘ ia untouched by them. The co-operative banks also 
mainly draw depositfl from and give loans to educated, salaried servants and to a small 
oxbmt to agriculturists also. 

6H. Insurance companies are beginning to do a good business, though the illiterate 
jjooplo seldom resort to this kind of invoatnient. But the major portion of these funda 
goes to foreign insurance companies and is thus drained out of the country- 
Their competition is harmhig the Indian insurance companies. Besides owing to the big 
annual drain through tliesc foreign companies the country is losing, as those moneys would 
otherwise be capable of being employed for helping internal trade and industry. The 
general effect of this circiimetaiice is extremely detrimental to the country’s interests. 

<J4. The reasons \vi!Y present facilities are not effective.— The main reasons 
why in spite of the various institutions enumerated above most people do not invest their 
savings and thus neither earn interest nor release their monies for economic development 
of the country are as follows : — 

(i) Ninety per cent, public is entirely illiterate and extremely poor. 

(n) In spite f>f universal and repeated demands India has not l>eon placed on the 
full gold standard with gold currency. Consequently undue and increased importance 
is attached to metallic currency and bullion in wdn( h savings are invcBted. If full 
gold standard is establisluxl the public will have confidence that it can get gold coins 
at any time and in consequence wdll not put by l>iillion and release hoarded gold for 
coinage. The effect of this on the trade and industry of the country can be easily 
visualised. 

{Hi) There are no small or cottage industfies in which the savings may be remu- 
neratively emplo 3 'ed. In industrial centres an increasing number of people is investing 
their savings and surplus funds in shares, etc. In the we/^evs?7 towns and villages this 
facility^ is unavailable, llie deficiency (Tm be removed by encouraging cottage and 
other small industries. 

(iv) The joint stock banks accept large deposits. Besides the methods of the joint 
stock banks arc too Euroi)eani86d to attract illiterate and conservative persons to 
themsedves. The majority', therefore, cannot avail themselves of the facilities offered 
by these l>anka. The cheque books, pass books, correspondence and all are in English. 
XJutil increasing use of vernaculars is made, no great progress is possible. 

(p) Indigenous bankers generally do not use cheques. If these people begin to 
iwlopt the cheque sj^stem they can considerably^ help in the growth of the cheque habit. 
My Board recommend that Government should offer every facility and encouragements 
necessary to induce shroffs to adopt this system. 

In the foregoing account of the difficulties, means have been suggested for their 
removal, where tfxey ore not implied or self-evident. 
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^5. Tice cheque habit. — ^T he cheque habit is slowly growing. The efTect of reiuoval 
of stamp duty has been very beneficial. The number of cheques used has almost doubled 
since the removal of stamp duty therefrom. It can bo further increased as stated 
elsewhere by adopting the following ways : — 

(i) By inducing indigenous bankers to adopt cheque sji’Rtcm. 

(ii) By using vernaculars extensively, t.c., by keeping the cheque books, pass books 
and other forms in vemaculnrs. Correspendenee except when dealing with non- 
Indians must be carried on in vernacular. Endorsements must also be allowed in 
vernacular. Hindi must be jargelj' favoured. Incomplete languages or scripts may 
not be favoured, 

(in) Banks and bankers should carry on a vigorous propaganda in various ways 
educating the public in the development of the cheque habit. 

CO. Mofussil Bra^jches or the iMrERiAL Bais’e. — T his question has been pirtlj' 
answered m course of the replies given to other questions treated above. The result of 
opening of the branches of the Imperial Bank has been on balance harmful . While some 
credit facilities have been given in the towns \Ahere they have been opened, major part 
of the deposits received lias been drawn to the headquarters. It cannot bo said that 
any groat advantage has been clTectcd thereby. 

Mr, RAMCILANDR A BAID SHTVAPRATAP JOSTIT, Mr. BKaR,AJ GUrTA and 

Mr. UMAkSH ANIvAH DIKSHIT, Rcprc: entatives of the Marwaii Chamber of 

Commerce, Ltd., BomLay. 

Oral Evidence. 

9GoO. The Chairman : Mr. Baid. you and the oth<T two gentlemen are members of 
the Committee of t]:e Mar war i C'hamber of Commerce, Ltd. ?- — Yes. 

9051. Ts your Association confined to only mamari fihrof/ft ; there are 

members from all communitie.?. 

9052. Is there* any differenee lietwcen the work done by you and by the members of 
the Shroff Assoc iaf if ai ? — V<?s, there is a dilference. Our Association coimists of members 
who deal in wheat and linseed, and .also do hvndi business. 

9053. Are you dealing in cotton ?— Our members are doing cotton business. There 
is a separate association. 

9054. Speaking about indigenous bankers you say that they are doing every kind of 
business wLich the joint stock banks do except the use of cheques ? — Yes. 

9655. Is there any reason why cheques are not used, or is there any objection to their 
being used ? — ^There is no objection to their being used. 

9066. Would it not be an improvement ? — But there are difficultiea at present. For 
instance there is the difiSculty about endorsements. On hundi endorsements are made 
in mahajani and vernacular characters. It would bo very difixcult under present 
conditions for indigenous banks to make sure about regularity of endorsementB. 

9657. Have you a clearing house ? — ^We hnvo a scheme which Is under consideration. 
0668. Does each shroff settle his account individually with everybody else 1 — Yes. 
9659. You !^ay that shroffs ab^o do trading business ?— -Yes. 
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MOO* Does It not come in the way, sometimes, of their banking business ?— -^Tbie 
conditions have come to such a pass that banking by itself does not pay sufficiently novr. 

9661. Is it only of a recent development ?— This trading business is getting more and 
more allied to V>anking business. In former dnyn shroffs were getting ample business. 
An average shroff Tised to make an annual profit of Rs. 30,000 to Rs. 40,000 j>er year out 
of humii business alone, but all this business has now gone. 

9662. Why has it gone ? — ^There arc many circumstances. These joint stock t)anks 
have taken away most of the business. 

9663. Do they do it at a cheaper rate ? — Yes. ^ 

9664. That is good for trade ? — But that is not good for bankers. 

9665. May bo. Is there any other cause why this business has diminished Th^ 
Imperial Bank has its branches all over the country and it has rcKluced the rate of interest 
because it has to pay no interest to Government. 

9666. iSpeaking about the Imperial Bank, you say that the shroffs do not get sufficient 
accommodation ? — Yes, 

9667. Do you think that if there were representatives of the shroffs on the directorate 
of the Imperial Bank, matters could be improved ? — Yes ; 1 think it may be helpful 
as such directors will be in intimate touch with the trade and shroffs. 

9668. As regards your relations with co*operative banks, do you think that ibo 
indigenous bankers would co-operate with them by being amongst their directorates 
and finance agriculture through such co-operative banks to some extent ? — I do not think 
that there is any harm in doing so, but they arc doing their ow'n bu«incs.s. 

9609. Would the two interests clash ? — Yes. 

9670. Arc mudaii kundis rather becoming rare now Yes. 

9671. Is the stamp duty on it a great hindrance ? — Yes. 

9672. Is it the main cause ? — Yes. 

9673. Do you not think that they are rare now l)ccau8e of want of confidence ?— No, 

9674. If the stamp duty on it is removed, will it gre^itly help you ? — Yes ; if the 
stamp duty is rcmovel^, it can bo made negotiable. If we give money for two months 
on one anna stamp or on four-anna stamp, we cannot call it hundi. So when we stand 
in need of money, wo cannot utilise it. 

9676. Do you think that if the stamp duty on it is removed, the circulation would be 
again increased ? — Yes. 

9676. You have this ckalu kkata and khata peia for tw o months ?— Yes, and even for 
six months. 

9677. You know about the proposed legislation about hundis that once a hundi is a 
bearer Huridtf it should always remain a bearer hundi. You can now by endorsement 
change it into an order hundiy can you not ? — Yes. 

9678. It is proposed that there should be legislation that a hundi which is a bearer 

hundi should always be a bearer hundi ? — Our hundis are hundis. llie money of 

these huTidis cannot be paid to the bearer. It must be given t?o one who is a man of 
means and credit. 

The Mnhmri Ohamher of Oommerce., Ltd, 
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"9^79. orip^inafl\ it is a hearer huvdi and it is f^iven to somebody elK6» 

^ould thie BOniehody else have the an*fchority to transfer it. into a kttndi by 

■endorsement ? According to the iligh Oourt’s decision it can be me do a »hahjog hundi 
In OUT cej^ there is one difticulty. there are many intermediate endorsements on the 
Wundts, In accepting these kwndis we generally do not mind those intermediat'e cnd<^rse- 
anents. If we make a huvidi shahjag after it is a bearer kundit them we shall have to mind 
all the intermediate endorsements also. 

9680. Yon would like that once a hundi is a benrer hundiy it should always remain 
•as such, and similarly if a h%ndi whicii originally was a ahahjog hmidi^ it should alwavs 
remain as such ? — Yes. 

9681. You say that only the ahaha should bo allowed to cash a ah/ihjog hundi ? — 
Yes. There was a practice before, that hundia should be paiti only t(» akaha or ahroffa, 

9682. You say about this association that private efforts must 1 k‘ suppleincntod Try 
$5tate help Y — Yes. What I want to say is that this associatitTn Sboxjld l>e rtnu>gnised 
5)y Government, end in case of advice a refcren<'e alioukl Ik' made to them juj?t as our 
Chamber lias been recognisetl by Government. 

9683. Was tins lihatu pe.ta rate of 0-7-0 for transactions iunongst yourselves 1 — Yec^ 

0684. Wes this a fixed rate fen* a long time V— Yes. 

IlfiSfi. Does it correspond to the Bank rate ? — It is something like an avcnvgc rate. 

*9686, Does it usually rise or fall vrith the Bank rate ? — No.; it is only a temporaiy 
actmmmodation that shroffs seek and get wnder 3ch(iia peta. If one needs money iiisUnt- 
aneously for some days, one gets it from another shroff, bio this is <mly a tom])orary 
accommodation 

0687, And this rate is fixed by your Association ? — Yes. 

9688. Does this rate correspond in any way with the rate fixed by the Bombay 
IShroff Association or any other Association ? — It corresponds with the rate lixed by 
the Piecegoods Merchants’ Association, There was some difference between us and 
them in the beginning and we came to a compromise. So we had <ronsultations with 
both the Associations. 

9689. Mr, V\ L, Mthta : Is the mudati hundi rate determined in the same mauiier V— 
It depends upon the rate of interest iirovaifing at that time. 

9690. Do you mean the bank rate or any other rate ?— Ih-nerAUy the bank rale. 

« 

9691. Who fixes it from time to time ? — I may tell you that the interest rale cm 
mudaii hundis is an affair of mutual settlement between one individual and another. 

9692. The Associations have nothing to do with that interest No, 

9693. The Chairman : Yow say, “ The indigenous hanking system of India has 

worked efficiently and satisfactorily for centuries and has been conduced to tJie well- 
being and prosperity of the country. This system has Inrcn adapting itself to the changing 
•conditioiis of modem times.” Will you please develop this jioint ? 1 ask you tliis ques- 

^tion l>ecau8e some people have said tliat this system is yc^y wooden and it dot^s not 
<)hange ? — Firstly, there w'as a Bystem w'hen w-e gave money or took money, we did not 
}>a»s any receipt. Now the general custom is to take receipts. Bet^ondly, there was the 
«ystem of payment even uptil midnight. Now w*e have changed that system and make 
jjayment uptil 0 or <>-39 p,rn. On Sundays we close our officci^ alU>gether. 

MO X 83-~t=8 
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9&H. Further you my Owing to cert^frin causes the indigenous banker has recently 
become even more handicapped than in i^rlier years.** What are the causes j’ou are 
referring to ? Is it competition ? — Yes. 

9695. About your suggestion regarding shroffs being appointed as agents of the 
Imperial Bank* do you think that if these agents are given money to be advanced to other 
people, there should be some control over the rate of interest at which money should be 
advanced ? — Yes. 

9696. And the accounts not only must be inspected but must be audited ? — ^Yes. 

9697. Further you say : “ These agents may be prohibited from doing any business, 
banking or other, ’w ith the Bank’s money.” Do you suggest that they should be allowed 
to do any business with their. own money (or to something like this effect) ? — I do not 
think that we can confine them to this business only because this business may not be 
profitable to them, 

9698. Would not the individual interest of an agent clash with the Bank’s interest ? — 
No ; he will be dealing with his money and he will have his own clients. 

9699. You speak about the present methods of marketing being rather crude. 
Would you, therefore, favour the establishment of regulated markets controlled by 
committees 1 You know that under the new Cotton Markets Act it is proposed to 
have markets under the control of a committee and there will bo the representatives 
of various interests cm the committee, and if there are any disputes as regards weight 
or any particulars of this kind, they will be referred to this representative committee. 
Would you prefer to have such regulated markets for various centres so that the 
agrioulturistB can bring their produce and store them there and when better prices 
prevail they can sell their produce ? — We have not gone into this question. 

9700. But are you dealing in cotton yourself ? — Yes. 

9701. You must bo knowing the Bombay Regulated Cotton Markets Act ? — Yes, 

9702. Mr. Chikodi ;*Thore are regulated markets in Berar ? — I belong to the Punjab 
and I am not conversant with the Berar system. 

9703. You say ; ” h’rom these markets different kinds of field produce find their way 
either to the ports for export to foreign countries or to the local retailers and retailers 
in other places to be sold for consumption in India, etc.^’ Therefore, if there is this 
competition, the seller should gain at least to some extent ? — These exporters keep 
port markets depressed by selling forward heavily at the ports while purchasing ready 
goods in the upcountry n^rkots. In this Way the upcountry markets are depressed 
and the interests of the producers are harmed. 

9704. The Chairman : In regard to what commodities ? — Wheat, linseed, cotton, 
groundnuts, etc. At present these exporters are buying groundnuts in upcountry 
centree in very large quantities and are selling forward here in Bombay. They try to 
reduce the price here and when prices are reduced here, the prices will have their influence 
in upcountry. The prices go down there. 

9706. Can you suggest any remedy ? — You should not allow them to buy upcountry 
and allow them to buy only at the ports. 

9706, Fvct>’ bt)d/ is free to go and buy wherever he likes ? — I do not think that in any 
country foreigners are allowed to do as they are doing in India. 

Tht Martmri Chamber of Commeree^ Ltd. 
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9707. Mfo Chikodi : How can you check this evil ? Is it not an encroachment upon 
the individual rights ? — Yes. 

9708, Xhen you make a distinction between foreigners and Indians ? — Yes. 

9700. Supposing pure Indian indigenous firms do so, how will you chock the evil ? — 
If conditions come to that stage, we can also devise means to check it. 

9710. What are those means, could you tell us ? — But wo have not yet come to that 
condition. Let the trade first come in the hands of Indians and vre will consider the 
matter then. 

9711. The point is that the interests of the middleman conflict with the interests of 
the growers. If the growers soil directly to the exporter they are benefited to the extent 
that the middleman’s profits are saved to them ? — ^The exporters also have their 
own agents upcoimtry and have to incur expenses on establishment and otherwise 
and so in view of the economical methods of Indian traders there is no saving to the 
grower. 

9712. Will you agree with mo when I say that a middleman’s profits are not savings 
to agriculturists or farmers ? — Yes. 

9713. The Chairman : Speaking about internal remittance you say that the use of 
kundia should be increased ? — They should be made use of by non-traders. If you want 
to send a money order for Rs. 100 the money order commission is Re. 1, but in the case 
of a hundi you will have to pay only As. 2 or As. 3. 

9714. But the money order you receive at home, whereas in the case of a hundi you 
will have to go to somebody and present it ? — In upcountry places time is not so precious 
as it is in Bombay. 

9715. You speak about keeping goods in godowns and getting finance on godown 
receipts. Are there such godowns in the Punjab and United P|pvinceB ? — Yes. 

9716. What class of godowns are they If — ^They are called ** kotkis'^ and 

khattis'\ 

9717. Do those godowns belong to commission agents or to some shroffs who advance 
money against those receipts 7 — They belong to commission agents, 

9718. And the same men advance money ? — Not only the owners of the godowns but 
other shroffs and traders and also banks advance moneys against these receipts. 

9719. But in whose possession arc those godowns ?— -They are private godowns. 
The godoWns are underground. 

9720. Afr. Kamat : There is one suggestion that railway receipts for goods not 
actually sent but kept in the yards of the railways should be also treated as 
negotiable ? — Yes. 

9721. Would this be an acceptable proposition to the railways so far as your knowledge 
goes ? Do you think that they Would acc^tept this risk 7 — My suggestion is th.at they 
should be asked to do so. We allow* them rent and We allow them premia for insurance. 
Therefore they should have no objection to do so. 

9722. You say : The credit limits fixed individually for the shroffs in the capitals or 
banking centres are inadequate. It has been particularly bo since the amalgamation of 
three Presidency Banks (Bengal, Madras and Bombay Banks of old) into the Imperial 
Bank. Formerly each of the Banks had the same limits individually for the shroffs jis 
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arer how maintained ooileetiveJy by the amalgamated Bank.” Is this tendency whkh 
■^ou complain about of ret^ent origin after the amalgamation of the three Presidency 
Banks into the Imperial Bank ? — Yes. 

9723, Will you explain what the state of things was before the amalgamation ?— 
Formerly shroffs used to get bettor facilities from the three Presideney Banks^ 
individually. 

9724, But in those days one bank probably did not know the limit of othe» 
banks bank used to know then the limit of a partumlar shroff in other important 
b&nks, as it does now. 

9725, In reply to the Chairman you answered that if a shroff allowed to do the 
agency business of a bank, he should bo also allowed to do hie own business of commission 
agent. Would you at least compel the man under your scheme to keep separate books^ 
lor the transactions and 8urj>lu8 money which he gets from the bank V — Yes. 

972H. iff, F, Mehta. : You say : ” Loans for long periods are also fairly common.”" 
I should like to know what you mean by “ long periods ”? — We have loans for two 
months gonorally ; and wo have loans for four months, six months and oven at the nxost ‘ 
for a year. 

9727, Not beyond a year ? — ^No. 

972H. With regard to this agency busimwe I presume you contcnTplate the agent 
doing all kinds of business and not restricting him to only one special typo of business. 
Ho will do all typos of businesa which are possible under the Imperial Bank 
Act ? — Yes. 

9729. One of the functions of the Imperial Bank ’m to- take deposits. You have not 
referred in your scheme to the acceptance of deposits by these agents,^ Do you- 
eontomplate that those agents should accept deposits on behalf of the Imperial Bank,, 
or will they ordiuarijy accept deposits on their own account ? What is it that you* 
contemplate ? — What we have stated here is that they will accept deposits ou their own 
account, 

9739. Therefore in paragraph 57 when you refer to a run on the agent, you have in 
view a run on the agent in respect of deposits which he takes himself ?^Ye8v If t4ie Bank 
i« stttistied after examining the agent’s financial position- 

9731. You say ; ” Indigenous bankers generally do not use cheques. If these people 
begin to adopt the cheque system they can oonsiderably help in the growth of the cheque 
habit. My Board recommend that Government should offer every facility and encourage^ 
ment necessary to induce shroffs to adopt this system.” I do not exactly follow what 
facility Government can give in the matter ? — We get cheques from upcountry. Some 
are endorsed in Urdu and some are endorsed in Hindi, When we send these cheques to* 
Banlcs, they are retunied on the ground of vernacular ondorsements. 

9732- Professor Kale : You say : ” One fact which j^Kjrhaps has some significance from- 
the point of view of the working of the credit machinery may be pointed out. It k that 
shroffs keep their rates of discount slightly lower than those of the joint stock banks and 
naturally also of the Imperial Bank and the rate of interest for mutual borrowing among, 
the shroffs k cheaper than for otlier merchants or private individuak.”' But I find that 
toe bamar hundd rat<\s are always higher than the Imperial Bank rate rate 

A*. 8 in our haziuir wliile the Imperial Bank rate is slightly higher. 

The: MwTiVa^'l OhhuJber of Oofntnercct Lld^ 
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0733« I wn refemcg to the Keport of the Controller of the Currenoy. Every year we 
|i;et tables giying what the 6a«ckir rates are and what the hmk hundi rates are r 

In the busy season it is stated that in Calcutta and in Bombay the bazaar hundi rate is 
always hi^^er by 2 per cent, than the bank rate ? — Here, at present, there are As. 8 rate, 
10 annas rate and 12 annas rate. There are three rates and they depend upon the class 
of merchants- 

9734. But this report shows that the bazaar rate is higher ? — ^Thc Government Report 
may be taken from that class of merchants who are charged high rates. 

9735. The Chairman ; What is the average rate ? — It is As. 8, 

9730. You said that they charge As. 10 ? — I do not want to name the class of people 

who are charged As. 10. But there is a certain class of people who are paying a higher 
rate of interest. For courtesy’s sake 1 will not specify, 

9737. Professor Kale ; Referring to paragraph 32 of your statement, does the fact 
that the exchange banks receive deposits to the extent of about fifty crores of rupees 
annually from their clients in India adversely affect the volume of finance in tho 

country, and in that Way the funds available to the shroffs ? — Yes, so much money is 

taken away from tho shroffs^ and it is not available for financing the trade of the 
•country. 

97,38. \V(Hdd you have any restriction on the deposits ?— In other countries if a 
foreigner wants to open a bank there, ho has to apply to the Government of the country, 
and tho Goveniment places certain restrictions as regards deposits, etc., on tho bank ; 
but there are no such restrictions here. 

9739. Mr. Deeai : You have said in your scheme hoW to link the mofussil shroff a 
with the Imperial Bank by handing over the agency of the bank to the shroffs ; but in 
your statement I do not find any suggestive scheme as to how to link tho city shroffs 
with the Imperial Bank. Are you satisfied with your present lot or would you suggest 
any means ?— There are certain ways in which we can link tho shroffs with the Imperial 
Bank, and one suggestion is that in tho directorate we can have Indian shroffs. It would 
be beneficial for the traders and the banks if tho relations between the Imperial Bank 
and the shroffs become more and more cordial and intimate. 

9740. How to make the relations more cordial ? — We can do that by Indianising the 
management of the Imperial Bank, because then the staff in that cose will know about us. 
There is one example. There Was one Mr. Kanayalal in the Bengal Bank. He used to 
know all the members and there was no difficulty for the merchants. Thus if the man 
in the management is in touch with the people, he can guide the bank, 

9741 . The Chairman : Is it your main point that the manager should be in touch with 
the people ? — Yes. 

9742. Mr. Desai : What Was your former experience when there were the Bombay 
Bank, the Bengal Bank and the Madras Bank, and what is your experience at present 
of the Imperial Bank ? — I think at that time the facilities that the banks gave us were 
very great, because there was competition between these banks, and each bank wanted 
to have business with us ; but now the competition has gone and it is a sort of 
monopoly. 

9743. You have told the Chairman that the Imperial Bank is offering cheaper rates 
for hundis and you are not in a position to eomijeto with the Imperial Bank. I put it 
to you that although the Imperial Bank has top-heavy admmistration charges, it is 
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quoting lower rates, wby are you not in a position to compete with the Impetial 
Bank ? — It has large amounts of Goremment money without any interest whereas we 
have no Government money without interest. If we can get Government money 
without interest, we can compete not only with the Imperial Bank but also with the 
Bank of England, because our ways are cheaper and economical. 

9744. You have told the Chairman that the mudnti hundis are out of use, the chief 
reason being the stamp duty. Is it the chief reason or is the lack of confidence the chief 
reason ¥ — That is one of the reasons why the banks do not discount the hundis. They 
do not give the same facilities as they were doing befqre. 

9745. Wliat are the reasons that though the management of the Imperial Bank is in 
a position to know Indians much bettor than before, they are discounting lees amount 
of huTidia ? — There are some defects with the Imperial Bank. 

9746. What remedy would you suggest ? — ^Tbat intimacy which existed before has 
now gone as the management is in the foreign hands. 

9747. Fifteen years before the management was under foreign hands ? — But there 
Was competition at that time. 

9748. The Chairtmn : What facilities do you get from Indian joint stwk banks 
compared with the Imperial Bank V — They give facilities according to their means.' 
Looking at their limited means they are doing their host. 

9749. In what way ? — In cashing our hundis, 

9750. Do they cash mudati hundis ? — ^Yes. 

9751. You say that the mudnii hundis are not discounted by hanks ? — I mean the 
Imperial Bank. 

9752. If you have facilities from joint stock banks, your mudali hundis should not 
have diminished Y — They have diminished. 

(The witnesses withdrew.) 

The CornmiUee then adjourned till W edties the ISlh December 1929. 


The Marwari Chambe*^ of Commerce^ Ltd. 



543 


Wednesday, December 18th, 1929. 
BOMBAY. 


PrE3EI?T ; 

Mr. J. A. Madan, C.I.E., I.C.S. {ChairvuLn), 


Mr. L. D. L. Buckley. 
Mr. P. R. Chikodi. 

Mr. H, V. Desai, 


Professor V. G. Kalb. 
Mr. B. S. Kamat. 

Mr. V, L. Mehta. 


Mr. R. P. Masani (Secretary), 


THE NATIVE SHARE AND STOCK BROKERS’ ASSOCIATION, 

BOMBAY. 

MEMORANDUM. 

My committee have attempted to answer only those questions which relate to tha 
investment and stock oicchange. The points touched in this memorandum will be 
amplified by our representatives in their oral evidence. 

1. That there is a lack of banking habit among the people is a fact which cannot bo 
disputed and it is mainly due to the hoarding habit amongst the overw'helming majority 
of the population. There would be no inducement to hoard gold if gold were made 
available by law when demanded in exchange for local currency. 

2. One of the best investments for men of moderate moans is post office cash certi- 
ficates. It is n very popular form of investment and to increase its jwpularity it should bo 
supplemented by issues for varj'^ing periods from 1 to 5 years at rates so graduated that 
the issne for the smaller period would bear a smaller rate of interest. The rates must be 
80 fixed as w'ould not compete with banks. The savings bank should bo brought within 
easy reach of the poor and with that object in view we may suggest that they should 
be opened in mill areas. “ The savings account ”, says a writer, ” is the most flexible 
of all investmonta, in a proper bank it is thoroughly safe, it is perfectly simple and easy 
to understand, it cannot bo lost or stolon, the interest accrues and is compounded auto- 
matically, it may be quickly turned into cash, it does not fluctuate in value, and 
considering all these advantages, it pays a good income.” Use of vernaculars should 
be encouraged and better arrangements should be provided for speedier despatch of work. 
The borrowings by Government at high rates are highly injurious to trade and commerce. 
In order to maintain their exchange policy Government arc constrained to borrow at 
rates at which banka find it very difficult to compete with them, and it is high time that 
Government should postpone for some years their large capital programme so as to 
enable them to borrow ^educed amount till better opportunities offer for larger borrowings. 
Unless this is done higher rates will have to be offered with the result that the prices 
of the existing loans will greatly decline. 

3. No facilities as a matter of fact are afforded by Govommont, the Imperial Bank 
of India and other banks for the purchase and sale of Government securities. The 
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banka only undertake the work of puiHjhaaing or aeHing aectirities tlirongh the oxtikange* 
A stoek exchange exists in a principal town only and hence npconntry investors find 
it difficult to realise their securities. Banks should therefore afford facilities to these 
investors by paying to the needy seller pending the sale a portion of the sale proceeds 
which his securities would fetch. We regret to have to say that wo have had several 
complaints from our members that some banks have been dealing in shares and Govern- 
ment stxsurities through uncertified brokers, a eourse which in their own interest and 
safety they should refrain from following. 

The present system of fortnightly settlements in forward dealings in Government 
securities hampers and restricts business and it is very desirable that Government should 
allow the exchange to revert to the system of monthly settlements. 

Government should give to poor investors the additional facility of subecribing new 
loans on instalment system without fixing the minimum limits. 

A well-organised stock exchange is the only institution which con afford facilities 
to the investors for the purchase and sale of securities. Government and others. As 
far as Bombay is copoemed all possible facilities are afforded by the stock exchange. 

4. Of late there has been a notable groui^h in the use of cheques. As far as the stock 
exchange is concemed, since the inauguration of the clearing house, transactions have 
to be settled by means of cheques. It is very desirable that the use of vernacular scripts 
i^ould be allowod for signatures and forms of cheques. 

6. India is notoriously backward in point of banking. The majority of the popu- 
lation being illiterate the advantages of banking and investment are not appreciated. 
Among the other causes responsible for the slow growth of banking and investment 
may be accounted (1) want of confidence, as k result of recent failures of some banks, 
(2) the absence of a Central Bank to which other banks may look for help in times of 
crisis and (3) the low ebb to which commercial morality has sunk. 

We fully appreciate the advantages to bo derived from invostment trusts but such 
trusts if started under the present Companies Act would, in our view, be capable of 
doing more hann than g(X)d. Safeguards must bo provided for the protection of small 
and ignorant investors and provisions to that effect must bo incorporated in the Indian 
Companies Act. 

Messrs. K. R. P. SHROFF and A. D. SHROFF, Representatives 
of the Native Share and Stock Brokers’ Association, Bombay. 

Oral Evidence. 

9753. The Chairman : Mr. K. R. P, Shroff, you are the Chairman of the Native Share 
and Stock Brokers'* AssotMation, and Mr, A. D. Shroff, you are a memlx^r of that Associa- 
tion ? — Yes. 

9754. Is there only one Stock Exchange in the whole Presidency ? — For the present 
there is only one in the Bombay city. I think there wc^re two at Ahmedabad, but I do 
not know whether there arc one or two at present. 

9755. Is stock exchange a voluntaiy association T — It is recognised by Government 
under Act VIII of 192'5. The Act at present applies to Bombay City, but Government 
has a right to extend it to other places in the Bombay Presidency. {Mr, A. D, Shroff) : 

K, R. P. Skraff and A, D, Shroff, 
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cal^Ot bo any othor Rlock oxohaniro unleHs it is recogniscti under tiijji At*!, boc*i?i80 
we had cxperioneo of another stock oxchanfro applying for reoognitioii, but it waa not 
reoognis«(i 

975^. Can the stock exchange not db forward business, unless it is r<#rogni8ed ? — 
{Mr, K. R, R, Shroff) : They can do cash business. There is nothing to pro\ent muiubers 
of the public to enter into a contract for ready delivery, but no contraet for 
forward delivery would bo valid unless it has been made througlj a member of 
the recognisod atoi'k exchange. 

9757. Do you think there is need f<ir more 8tov*k cxi'hanges ? —No, I do not think so. 
There is not enough busini'ss, and tliat is why Government did not recognise aj^iother 
stock exchange. 

9758. That was in Bombay. Do you think there is not. eju)ngli business even outside 
Bombay ? — I do not think there would h(' eiK»ugh business. (.Vr. A. 7). Shroff) Tliere 
is 1 X 0 material for business, 

9769. Do you not think stock (‘xchange elsewhere would help investnu'iit ?- {Mr, K. 
li, P. Shroff) : There aie brokers in AhrrMxlabad, who do biibim^ss on the Bombay Stock 
Ex<*hange. 

97f}0. Is there no st(X‘k exchange in Karachi ? -No, but ttuTc are brokers lhe*re. 

9761. Do you thitili there sliotiJd be a stcsik exchange at Karachi There are no 
industries, 

9762. You say in your note that up'ountry investoru find it difiic'ult to leoiise tficit 
weeurituis ?~ That is about Govoriinxent securities, because the difficulty so far is to got 
tho ready money. The stock exchange mostly does business, over and above Govern- 
ment securities, in industrial stocks, and there is no field for industrial stocks upeountry : 
but there aic small investors holding Govornmeul paper, and they do not know any broker 
in Bombay, and therefore, they have to take assistance of the hank t») realise 
their .securities. 

97GH. Can brokers from outside become inembera of yoor Association ? “Anyone 
run become a member. There are many brokers of Surat, Katliiawar and Porbunder, 
who are members of our Association, and they have their agents in diftiToni parts. 

976-1. In paragraph 1 of your statement you refer to hoarding habit amongst 
the people. Do you think that apait from investment in ornaments tJiere is 
much hoarding now 7— -There must bt^ some hoarding over and abov'* investineni 
in ornaments though it may not be as much as it was before the War. After tin' W^xr 
the habit of investment is facilitated. 

9761x For instance, in a district like Khande^ih, where a good deal of gold used to be 
absorbed* we were ro<5ently told that very little gold is now absorbed ?— It might bo so 
in a particular district, Madras used to take a lot of gold, particularly before the War, 
because there are no industrial conoerns in Madras. Even in Madras the stock exchange, 
was started, but they could not w'ork it. (Mr. A. D. Shroff) : One reason why gold ift 
not so much absorbed as it uos before may bo the impovciiahmewt of Hho people 
During the War they did absorb gold to a very great eXbmt {Mr*. A. R. P. Sin off j 
Even in Bombay so many people keep gohl bars. 

9766. What is the reason for that Beeauso they aie ufiaid that goh} may not W 
available when they want it. If gold is made availahks peoidc will not ijold km| 3P 
them. 
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&707. I« there any diffieulty in getting gold ? — There is no difficulty at present, but 
there is no assurance that if you want gold to-morrow, you may get it. 

9768. Is there dearth of gold in the market ? Does it happen that a man cannot 
got gold Very often they have to pay higher prices. Sometimes they wanted 
sovereigns, and it was very difficult to get them. Sometimes they hoard sovereigns 
too, (Mr. A. D. Shrojf) : The fact that at times currency notes are sold at a disoount 
suggests that gold is not readily available as it should be. 

9769. Currency notf^s are convertible into rupees? — Yes, sometimes at a discount, 
because the pe>ople do not like that form of currency. 

9770. Professor Kale : That happens only in limes of panic ? — It may be in times 
of panic ; but generally gold is not made available, whenever it is required. 

9771. The Chairman : As regards post office savings banks and postal cash certifi- 
cates, we have been* told that they are competing with joint stock banks, and adversely 
alfcet their deposits. Do y«n think that this statement is correct ? — It may be correct 
to some extent. 

9772. As regards savings banka, you suggest that they should be opened in mill areas. 
There are post office savings banks in mill areas. Do you suggest anything else ? — 
(Mr. K. H. P. Shroff) : Post office savings banks and even joint stock banks may open 
their branches to attract savings of these people, and we suggest that savings banks there 
should be kept open till late in the evening, so that the millhand.s, when they go home, 
can deposit or withdraw money at their convenience. (Mr. A. D. Shroff) : There 
is another thing which could be done. Some joint stock banks should send out 
itinerant clerks to a group of mills during certain hours, say at the meal time, when th» 
milHiands are at leisure. I think that would encourage saxungs amongst these people. 

9773. In your statement, you say that Government should postpone their capital 
programme. Should they stop all works of development 'i- (Mr. K. K. P. Shroff): If 
Government have no money, and if they cannot get any, they cannot afford to carry on 
the work, borrowing at higher rates. 

9774. If they can raise money at a reasonable rate^ of interest, why should they not 
raise the money ? — But the experience is that they cannot raise money at a reasonable 
rate of interest. At present the Government borrow even in the slack season up to six 
per cent, against treasury bills of three or six months though we can get money at four 
to five per cent, on our own credit. I can borrow for two or three months at five per 
cent. It is because the amount they require is so large that they cannot get money at 
a reasonable rate. 

9775. Treasury bills are for short periods, and it is not for capital expenditure ? — 
(Mr. A. D. Shroff) : Our lost year’s experience is that Government could not raise money 
for long-term, and they raised money by floating twelve-month treasury bills, 
(Mr. K. K. P. Shroff) : If Government were to raise the loan yeair after year at hi^er 
and higher rates of interest people wiU not have confidence. They did the same thing 
during the war. In 1926, when they floated four per cent, loan at Ra. 88, the idea was 
that the rate of interest would gradually decrease^ which was not realised and they had 
to pay a higher rate next and they had to pay still higher rate for the following year 
and had to do the same this year. 

9776. What is the system in other countries ? — They have to borrow, no doubt, 
these countries are not in a flourishing stage, but they have to snffer the confieq^qences. 
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Thmt doei j&ot mean that our Goremment should do the same thing, if they could 
avoid it. 

9777. In paragraph 3 of your statement, you say * “ No facilities as a matter af fact 
are afforded by Government, the Imperial Bank of India and other banks for the 
purchase and sale of Government securities.’' I believe, when a now loan is floated, the 
Imperial Bank does give facilities T — (ifr. A, D. Shroff) : What we mean to suggest in 
this paragraph is that there are no facilities for day to day purchase and sale of Govern- 
ment securities. 

9778. You complain about some banks working through uncertified brokers. Why 
do they do that ? Is it because it is cheaper ? — It may be cheaper, but it prevents the 
stock exchange from maintaining a certain standard in business. Thcrt^ are certain 
uncertified brokers, whose only asset is a cheap paper pad and a pencil ; whereas a certi- 
fied member has to maintain an office, which should be supported by banks by a certain 
standard of brokerage. 

9779. Can any one do business of a broker at present without any qualificalions ? — 
There is nothing to prevent him, and that is why there are so man}^ outside brokers. 

9780. Do you mean that banks should only work through certified brokers ‘ — 
{Mr. K. R. P.SliToff): Yes, banki themselves get certain protocjtion thereb}*, because 
a forward contract is not valid unless it is done through a certified broker. The bankers 
know that. 

9781. You speak about fortnightly settlements. Will you kindly develop that 
argument ? — Before the War, there was only 3J per cent. Government paper. That 
was the only Government security, and there was forward business in Government 
paper for monthly settlements, that is to say, a person could buy forward for the payment 
and delivery on a certain date, and usually the first or the second day of every month 
was fixed as the date of settlement. The business continued for the last so many years 
without any difficulty. When the War broke out, naturally the business automatically 
stopped, l)eeause people were not anxious to buy Government paper. In the beginning 
the rate dropped, and the business could not go on for forward delivery. For a few 
years, no doubt, we continued in that state. After that in the year 1926 and 1926, 
when the money was rather very easy, and 3J per cent. Government paper appreciated 
during these two years to about 8 or 10 per cent., people b(^gan speculating outside the 
St(K3k Exchange, and the banks and others began soiling to the speculators for delivery 
even one or two months after. As the rates wore going highc^r and higher, buyers were 

to come out and buy for forward delivery, and as the banks got higher rate, 
they naturally gave time, that is to say, the credit, and sold for forward delivery. The 
result was that the paper was much appreciated, and that enabled the Government to 
float a loan in that year at 4 per cent, at 88 ; otherwise they could not have floated 
the loan at such a low rate. The Stock Exchange, seeing that the business would not 
be controlled outside the Stock Exchange, gave instructions to its members to do forward 
business and brought it under its control and decided to fix the settlement. The banks 
used to sell for delivery any day convenient to them and to purchasers, and settlement 
was difficult. But if it is bn one particular day, the settlement Ix^comes easier, because 
the papers pass through so many hands, and the first sellers and the last buyers are 
brought together, and the payment is made direct to the first seller by the last purchaser. 
We therefore passed a resolution that there should be a monthly settlement for per 
cent, and 6 per cent. 1946-65 loan. At that time some of the banks, thoxigh they had 
themselves sold even for two months settlements, objecUd to the (Government that 
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jflaoiithty should ndt be? alkmod. Though the Act wivs pcissodr it was not Mf 

Operation at that time, and the Financial Secretary to the Government wrote to the 
Stock Exchange requesting them, if they could see their way, to have a fortnightly 
settlement. We told them that if they were anxious to do that, we would not object, 
but wi? poinled out the difficulty that it would hamper business, because the purchaser 
will liave to pay double tnokerage. If you buy for fortnightly settlements, if is for 
speculation that you buy, and you must carry over or hold on for some time for taking 
a chance of appreciation. Every fortnight there would be a carry over, and the brokerage 
wmild bo double, and, therefore, the speculators would not come out into the market 
to buy the paper. 

9782. Mr. Karnat : Bid not the Attlay Committee re(X)mmend monthly settle- 
ments 'There was no settlement business in Government securities at the time when 
the Attlay Committee was appointed, so they had not pronounced any opinion, but 
they recommended for share business that monthly settlement wm only possible looking 
to the conditions of the Bombay Market, There was neither monthly settlement nor 
fortnightly settlement in Government securities. {Mr. A. I). Shroff) ; The year of 
Attlay Committee was 192S, and we passed the resolution in 1926. 

9783. Does your suggestion refer only to Government securities and not to other 
shares ? — {Mr. K. R. P. Shroff) : We are allowed to do businesB for monthly settlement 
in shares. We desire that Government securit'es must be on the same lines with 
shares, to make the so(?urities easily saleable. 

9784. You refer to minimum limits in the next paragraph for subscription of Goveni- 
meiit loans. You say : Government should give to poor investors the additional 
facility of Bubgcribing new loans on instalment system without fixing the mmimum 
limits." Does not the Imperial Bank give facilities ? — The Imperial Bank does give 
facilitios to the purchasers for subscribing loans on an instalment system, but they do 
so in case of those who want to purchast^ securities worth ten or twenty thousand rupees. 

9785. Do they not give the same facilities for people who buy less ? — They do not give 
the facilities for one or two thousand rupees worth of securities. {Mr. A. D. Shroff) : 
It is not at least up to the amount we would like them to give. We want that some 
facHitiou should, be given for even five hundred rupees. {Mr. K. U. P. Shroff): If the 
Imperial Bank cannot afford to do that, the Government themselves might give the same 
facility, not only with the view’ to get the loan subscribed but to induce the people to 
invest in the Government paper. If they get such facilities, they might subsexibe to and 
buy the papers* 

9786. In your statement, you give various reasons for the slow growth of banking in 
India, and amongst one of the causes, you point out the low^ ebb to which commercial 
morality bets sunk, la this a recent development ? — 'It has been for the last so many 
years, and particularly, during the boom time. 

9787. In the last paragraph of your statement, speaking about the investment trusts, 
you say : Safeguards must be provided for the protection of small and ignorant 
investors and provisions to that effect must bo incorporated in the Indian Companies 
Act." Can you specify any safeguard, which lA your opinion is necessary ? — {Mr. A, 
1). Shroff) : The investment trusts, which we have in mind, are of the type of British 
investment trusta, about which I have stated a lot in my m(m>orandum. But our Board 
Si'cuns to be of opinion that since the essence of the British investment trust 
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is aot prop^iy understood in this country, unless you modify the Indian Coiufwinies 
or make a special Act, in which you lay down the actual e^entials of the investment trusty 
it might not be desirable to promote this type of investment trust. The fears ai-e that 
some of the big capitalists may start an investment trust only with a view to take up largo 
blocks of shares of companies started by them. That is particularly a danger, which 
must be avoided, if you want a successful investment trust. {Mr. K. R. P. Shroff) : 
There should be no agency sysiom in such Trusts as it is at present with regard to 
other joint stock companies. Almost all the joint stock companies have got their agencies. 
{Mr. A. D. Shroff) : There is one point which we have omitted to mention, with regard 
to the law on forged endorsements. There are certain meml)ers of the stock exchange 
who specialise as dealers in Government securities and they are very seriously 
handicapped on account of this law. To remedy this Government should either issue 
bearer bonds stock certificates or amend the Negotiable Instruments Act. • 

9788. Is there any particular section of the Negotiable Instruments Act which you 
suggest to be amended ?“The securities pass from hand to hand and in the course of 
business it is not possible to see whether all the endorsements are genuine or not. On 
the stock exchange jobbers on their owm initiative purchase Government sejcurities when 
they are sold b^ banks and sell them to the public when they are wanted; There is 
a ready market particularly in and 6 per cent, papers and the others are not so much 
in demand. Those jobbers during the last two years purchased some of the Goveirimciist 
pajiors sold by the Central Bank and the lm|)erial Bank. Those people had no knowledge 
of the law that they should refuse if the eridorsementH were forged. The? High (Jourl. 
decision is that the endoraemonts should l:>e genuine > For the negligence of a clerk pocn* 
people have to suffer. The jobbers ck) this bxisiness of their own initiative ; otherwiso 
nobody would care to buy the8<3 securities. 

9789. Your suggestion is that either bearer bonds or stock certificates should be 
issued ?-- ( Jir. K. U, P. Shroff) : It will be for the safety of the Government as well 
as of the investing public if they issue a bearer bond or stock certificate. There is 
nothing to prevent this being done. There is a form and the signature can be 
appended to it. Unless Government do away with the present law there will bt^ no 
encouragement for people to buy Government paper. With regard to stock certificates 
there will be trouble about registration, but it must be insisted upon. The Stock 
Exchange could not do it without the interference of Government. The Committee 
of the Stock Exchange considered this matter but refused to enforce registration, as it 
would not be popular. We want Government to interfere in the mafjter. 

9790. Professor Kale : Is there not the danger of the investing habit of the people 
being checked by the adoption of your suggestion ? — If you confine yourself cither to 
bearer bonds or stock certificate, Government paper will not be as popular as it is to-day. 
{Mr. A. D. Shroff) : Bearer bonds are more popular. Even in case of certain 
debentures quoted in the market those which are bearer bonds like those of the Hydro 
Electric are more popular. No registration is required. 

9791. From the popular point of view the suggestion you make is not likely to be 
acceptable and is not probably likely to be desirable, as it will act as a handicap on the 
investing public ? — It is a question of educating the people. 

9792. The Chairman : People want to invest money and not to purchase and sell ? 
They do not realise the defect and purchase papers with false endorsements and 
lose their money. 
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©793. Professor Kale : What is the percentage of such false endorsements ?— It has 
been on an excessive scale for the last two years. 

9794. Is it so serious that certain amendment to the law is necessary ? I do not 

know what you would call serious. If a man has got a capital of five lakhs and loses 
one lakh in a year as a result of his ill -hick to purchase papers with false endorsements, 

1 do not know what to call it. 

9795. You will have to look to the question from the point of view of the inofussil * 
investors ? — Any investor by ill-luck may happen to purchase papers with forged 
endorsements. 

9790. By ill-luck he might lose the bearer bonds also ?—A little care is sufficient, 
(ilfr. K, R. P, Shroff) : The question is whether it is not desirable. It is not acceptable, 
^no doubt. That is why the stock exchange do not enforce it. I want to draw your 
attention to the point whether it is desirable or not. We should consider this question 
from the point of view of the buyer as well as the seller. In case of bearer securities, 
holder suffers, if by his own negligence papers are lost. In case of endorsement 
• jcurities, if holder keeps them in the hands of irresponsible persons and if papers 
are forged, buyer suffers for no fault of his own but for the negligence of the seller. 
It is, therefore, necessary to protect buyers rather than holders. In |^th cases there 
are advantages and disadvantage-s. At the same time 1 will not insist upon bearer 
bonds entirely, because we have had experience of it. The Improvement Trust issued 
bearer bonds some years ago»and they were not popular w'itb investors. So, they had to 
discontinue it. They are not acceptable, no doubt. For the safety of the mafusMl 
investors’ stock certificates may be issued and they will have to be registered. But 
Government should give the option either to take bearer bonds or stoc^k certificates and 
discontinue endorsement papers. There will Ik 5 safety for the purchaser as well as for 
the seller. 

9797. The question is to reduce the forms and formalities an ordinary investor has to 
go through. That is the complaint of the public and they w^ant to reduce such 
forms and formalities. In the case of Government papier you can purcha.se by moans of 
an endorsement ? - In the case of stock certificate there will be no formality. There is 
a form printed at the back for endorsement. It is the duty of the purchaBer to go to the 
Imperial Bank and get it registered. Then the responHihility will fall on the Government. 
At present, the Government tries to throw' the responsibility on purchasers. 

9798. With regard to paragraph 3 you say there that upcountry investors find it 
difficult to realise their securities. What intcrv'al lapses between a man asking the 
bank to sell his securities and the time ho realises his money ’--Generally a week. 

9799. Do you think it is a scrioua handicap ? — Sometimes poor people want money 
immediately. Suppose there is a man with a small saving of Rs. 500 which he 
has invested in Government security ; and he w’’ants Rs. 60 immediately for some urgent 
purpose. If he does not get payment immediately, he may be induced to keep his saving 
in gold, because he gets the amount at onoo. 

9800. The ordinary interval is not more than a week ? —No ; but the bank may 
advance money and charge interest for the period taken by sending the paper to the 
Bombay office and recovering money. 

9801. Has the stock exchange taken any steps to educate public opinion in the 
matter of investment in public securities? — -The object of the stock exchange is to 
facilitate the negotiability of securities. 
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9802. Yiku say that certain facilities should be given. I think in the present oondi* 
tion of Indih it may be one of the duties of the stock exchange? — The real object of the 
stock exchange is not to express any opinion on the success or prospects of the securities. 
But members try to induce their clients to buy this security or that and at a time like 
the present brokers wovdd not care to advise the people to go in for Government papers 
as such securities depreciate. I am not referring to the purchase of particular 
securities. 

9803. Has the stock exchange done anything in that direction of showing the public 
tne advantages of investment ? — During the War we tried to get as many subscribers 
as we could for the Government loan. 

9804. I am speaking about ordinary times ? — After the War as pointed out Govern- 

ment unnecessarily pu,t hindrances on the business in Government securities. We 
cannot advise people to invest in Government securities, unless Goveniment stops 
raising fresh loans at increasing rates of interest. It is useless to invest in Government 
securities if they go on raising loans at higher rate of interest, as Government thereby 
lose credit. The president of the stock exchange differed from me and this is my personal 
opinion. {Mr. A. D. Shroff) : One great facility the stock exchange has given is to put the 
Government paper on the forward list. We discontinued one month’s settlement from 
1927. 1 have got here some figures to show the transactions in 3^ per cent. Govern- 

ment paper. In 1926 it was 8i crores ; in 1927 it was 8J orores ; in 1928 it was 2 crores 
and 16 lakhs. 1927 is particularly significant because Government unloaded 3 crores of 
Government paper taking advantage of one month forw^ard settlement. When the 
people came to know who the sellers were the niArket fell and it has not recovered 
since. 

9805. Is it possible to carry on a propaganda in the case of investment generally ? — 
The wider the field for investment the better would it be for the brokers. Wo cannot 
have a particular bias in favour of Government securities. 

9806. But generally in favour of investments ? — I am afraid the people in the 
mofussil are not aware of the existence of this stock exchange. 

9807. You say : It is a very popular form of investment and to increase its 
popularity it should be supplemented by issues for varying periods from 1 to 6 years at 
rates so graduated that the issue for the smaller period would bear a smaller rate 
of interest. The rate must be so fixed as would not compete with banks.” Are not 
banks paying 6 and fij per cent, interest on deposits ? — (Mr. K. JR. P. Shroff) : 
Banks generally do not lake deposits for more than 12 months. I have known of one 
bank only, the Bengal National Bank or so^ which offers to pay 7 or 7J per cent, for 
a long-term deposit. This is exceptional in the banking world. Banks never take more 
than 12 months credit. 

9808. Mr. Desai : On the last page you have stated certain causes for the slow 
growth of banking and the low ebb of morality to which it has sunk. Will you express 
your views on the question why it is gone low and suggest remedial measures for 
the same ? — The remedy is to amend the Indian Companies Act. We have been pressing 
Government to do so. Under the Act the promoters are able to defraud the 
public. The investing public do not know -what they stand to lose. The confidence 
of the in vesting public is much less in the promoters than in the directors. 

9809. The Chairman : Have you made any specific suggestions to Government 

I am the vice-president of the share-holders’ association. It is suggesting amendments 
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from time to time to Goremment and the etock exchange ha« written to Government 
to appoint a committee to enquire into tho amendments that are necessary. 

9B10. Mr, Kamai : About Government borrowmg at higher and higher rates, t take 
tho figures from 1924 ? — They are doing so from 1926 onwards. They have gone 
on increasing the rate of interest year after year since thou. 

98J1. Do yon think that Government should postpone their large capital programme 
and stop further development of the country ? — Those that are on hand eaqnot be left 
unfinished. But they should not buy a new railway or take up any other work which 
has not been started. 

9812. Taking generally even the present development programme which Govommout 
have undertaken, which would be a better policy — to pay a little higher rate of interest 
and develop the country or stop development, becaust^ it would dislocate the 
money market ? — Wc would prefer to stop development for the present, because even 
at higher rates, Government is not sure to get the required amount, f JJ/r. A. D. Shroff) : 
If tho expenditure is to bring in a comparatively smaller return Government need not 
pay a higher rate of interest. If, as at present, they go on raising loans at higher 
rate of interest, no one would invest in Government paper. 

9813. That may depend upon tho merit of each project. Suppose Government by 
moans of the Sukkur Barrage scheme bring under cultivation millions of acres for wheat 
and cotton yielding produce worth crores, would it not be better to borrow and invest in 
such developments oven at the risk of borrowing at a little higher i‘ato of 
interest ? — Government do not raise a loan for a particular purpose only. Government 
may require money for other purposes for which they shall have to pay a higher rate of 
interest. For instance, they may wont money to extend the reclamation, and it would 
be profitable to borrow money at higher rates. Thereafter when they raise money 
for other purposes not equally profitable they shall pay a higher rate of interest. 
(Mr, A. if. P. Shroff) : When Government have to pay a higher rate every year, it moans 
additional strain on tho capital market which cannot be eased without difficulty. We 
do not very much like that Government should come out and pay a higher rate of interest 
as they did in the last issue of loan. A major part of the money did not come from the 
usual capital market. The normal capital market cannot subscribe and Government 
should not put additional strain on it. 

9814. About investment habit, taking the last 10 years into consideration, have you 
any reasons to believe from your own observations that deposits are growing in volume I 
1 find taking the figures of the Imperial Bank of India since 1908 the deposits have grown 
from 67 crores to 97 crores and in the joint stock companies from 163 orores to 212 crores. 
The post office cash oertifioates show an outstanding total of something like 33 crores 
since its inception ? — The habit is growing, but it is alow. 

9815. This shows that it is fairly growing T — You w ill have to take into consideration 
the increase in tho population also. 

9816. But deposits are steadily increasing ? — At the same time the wealth is 
increasing. You will have to consider this fact also that if I had Rs, 10,000 then I have 
now Ha. 20,000 and my wealth has grown. So, it is no increase in the number 
of depositors. 

Messrs. K. R. P, Shroff and A. D. Shroff. 



yo«r suggestion regarding the opening of savings banks in mill aroas« 
Vould ytm go a step further and think it a praetical proposition that each milt 
ehould have something like a savings bank opened there or the millowners thom«elv©« 
^should he asked to collot^t aomething like a provident^imd ?— It is dosirable, but it may 
not create confidence in the employers on the ground the people would lose it for soma 
reason or other. I think people wemid have no doubt oontklence in banks or post 
offices. * 


0818. You do not favour the idea of establishing an investment trust; thereby it 
indirectly appfears that you ate Jacking in oonfidcrifce about even your association, 
investors come to you for advice. You give your advice to the best of your knowledge, 
ils it impracticablo to go a step further and to choose from your assocuation a certain number 
of members and make them serve on the investment trust T — {Mr. .4. D. Shroff) : You will 
not find men to work on the investment trust in Bombay. The main idea is that most 
•of the prominent men in Bombay are running joint slock concerns and the investment 
trust may be^ exploited for a particular end. The investment trust would ftoft serve the 
purpose for which it is formed, las., the benefit of the small investor. It would be 
for the benefit of the capitalists to ser^’-e their own ends. That is what we are afraid of. 
So, we cannot recommend an investment trust, unless we know that it is based on sound 
principle and that the articles of association are so formed that nobody either as a director 
or agent will take advantage of his position. That is not poBsible. We as brokers 
cannot do what they are doing. Suppose companies are formed and debentures or stooks 
issued, how could we know’ anything about it ? Ultimately it will affect the share 
-bazar. 

9819. Mr. Buckle'^ : As to your suggestion rt?garding canvassers for savings bank 
•deposits aruong.st millhands, do you think that it is feasible for millowners to open 
a savings bank aocoimt system in their mills and a(3t as agents for Grovemment Y — It 
may be feasiWe. 

9820. Yom make a point about the small investor not being able to get any money 
from the bank pending the sale of his security. Is this common amongst banks ? If 
-a man takes Hs. 10,000 worth of good Government security to a bank, do you mean to tell 
us that he cannot get anything from the bank on this security ? — What J mean is that for 
<a small investor from upcouutry who m needy, when he wants it to be disposed off and 
gives it to the bank to send it to Bombay for realisation, the bank never advances, in 
«tho meanwhile, anything to him. 

9821. About the q^ucstion of certified brokers, they are licensed, ate they not ? — Yes. 
By uncertified brokers we mean those who are not members of the Stock 
^Exchange Association, 

9822. Has your Association approached those banks and drawn their attention to 
ithis fact ? — {Mr. K. JR. P. Shroff) : Yes. The Association drew their attention twice or 
thrice to the fact that their coutraet would be invalid if they dealt through uncertified 
brokers, but it pays them to do it, 

9823. About the question of forward dealings ia Government securities, are you in 
favour of a monthly forward setileiu jnt in Government seonrities ? — Yes. 

9824. I>o you think that the practice of gambling in Government securities 
should be restrictixl ?— There is not so much gambling in Government securith^ as in 
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joint corapanies eliarog. For tho laat 60 years there was never a complaint froni any * 
bank losing a single pie in the transactions of Oovemment seourities. 

9825. I am not thinking of the banks losing anything ? — But then there should not 
be any objection as long os that^makes a wider market in Govemm^t securities. 

9826. Would you like to include bank shares too ? — ^No. 

9827. Do you i^t tliink that the two are rather similar? — There would not 
be so heavy fluctuations in the Government securities being speculated upon whereas 
in the bank shares they will sometimes be knocked down. In the case of Govern- 
ment securities if you knock down by one rupee or two, there mil be many people 
who will be coming to buy whereas in the case of bank shares if you do so, people will 
feel nervous to buy them. 

9828. Do you think that the only means of improving the commercial morality is by 
incorporating some provisions in the Indian Companies Act Yes. [Mr. A. D. Shroff) : 

1 think a part of it may be attributed to the general and protracted trade depression. 

9828A; Do you think that if trade improves the commercial momlity will also 
improve ? — Yes. 

1)829, Mr. V. L. Mehta : Have you any information about the extent of the business 
in G(jvernraent sccuritioa carried on in plact's like Ahra^dabad and Karachi ? — ■ 
(Mr. K. B. P. Shroff) : We have no idea of it. 

9830. Have you no sufficient information to enable you to say whether there is scope 
for public debt offices at these centnjs ? — No. 

9831. W^itb regard to public debt facilities arc there any further facilities that your 
Htock Exchange Association would ask for ?— There are small things like the splitting 
charges, etc. Hucli facilities would popularize the Goveminent scenrities, 

9832. Do you tlniih that vernacular 8eri]>tH along with Erjgiish on the body 
of the instruments w'ould popularize' tlnmi ? — This is a, n<'w suggestion and we have not 
thought about it. Most of the scrips are Government of India scrips and they arc current 
all over India. Therefore, I do not know whether this will 1)0 practicable. I think tho 
introduction of these scripts would make the proniissoiy’ notes very cumberBome. 

0833. With t^egard to the suggestion of investment trusts and your desire to have 
safeguards, do you think that the safeguards provided by the Co-operative Law 
€ure sufficient or do you think that there should be some further safeguards ? — Wc w^ant 
■afoguards of a different character for investment trusts. 

9834. But arc there not two important safeguards, viz., independent audit and proper 
auperviaion ? — BusincsB people w'ould never agree to Government audit. 

9836. Y'ou must have heard about the proposal put before the Committee here and 
elsewhere to start land mortgage banks and ask them to float their debentures. Do you 
think that this security in course of time could get popular on the Stock Exchange ?- — I 
think so provided it carries a guarantee at least for a limited period from Government 
just as in the case of the Provincial Co-operative Bank their debentures are guaranteed 
by Government, This might make the security negotiable. 

9836, Do you want a Oovemment guarantee with regard to interest or principal ? — 
In the initial stage both the interest and capital must be guaranteed by Government 
because it is a new form of security on the Indian market. 

Mtmrs. K. B. P. Shroff A. D. Shroff. 



9837. (The Chairman : But will not guarantee of interest alone suffice ? — The land 
mortgage bank is a new thing for India and people must get to know something about it. 
Therefore, in the initial stages it will be necessary for Government to guarantee both 
interest and principal. 

9838. Mr, BurMep : With regard to land mortgage debentures T take it that you 
do not want Govern tnomt to guarantee a very high raUj of interest ? — No. If you issu* 
six per cent, bonds, four per cent, may be guaranteed by Goveftment. 

(The witnesses withdrew.) 

THE CHAMBER OF COMMERCE, BOMBAY, 

Replies to Questionnaire* 

My committee are of the opinion that Uio development of banking must be a gn>wih 
und cannot bo hurried by legislation beyond the eapafuty of the country and the 
intelligonce of the people. They consider that on the whole the present system is well 
adapted to the peculiar^eods of the coumtry, which, owing to the low cducatioimi level 
of the people-, is not ripe for any radical reforms. Banking as it is known in the w(?st 
\iannot pcnetrat%to the smaller agriculturist except by slow degrees, and the chain of 
linancial mechanism Rapf>lied by the huwta, shroff and zemindar^ the co*operativc and 
joint stock banks and the Imperial Bank probat'iy embraces all the fat'ilities which the 
people are ('apablo of utilizing at this stage. My committee are of opinion that tho 
spearhead of banking d<?vcloprnent must be the co-operative banks and societies as an 
extension of branch banking by the joint stock banks or the Imperial Bank is hardly 
likely to be an economic projwsition to-day. I am now to examine in their order the 
various points raised in the questionnairti -o?\ which my c^)mmitttM3 tel they can express 
an opinion. 

SKGTION I. 

Questio'N 1.— In regard Ut the part- played by the difleront classcB of banks, m«uchauts 
iand dealers during the pT’oees-s of marketing, my cuinmittet^ understand that the sowcarn^ 
♦co-operative so(?ieties and landlords linancc the cultivators, and bariks and bankers 
finance the dealer, merchants and exporters. 

The sowrar and money-lender are usually subject to much abuse, but although some of 
this criticism may be justified, the need of the ogrieulturist for loans is imperative and 
the money-lender is one of the sources of satisfying this need. It would bt^ of immense 
-advantage if the sowcar could be generally utiliwjd as an integral part of the credit 
institutions of the country. 

Question 2. — This question covers a great deal of ground and R is hardly possible to 
submit an answer to it applicable to the wholo presidency (excluding iSind) as conditions 
vary widely in the different districts. Mach valuable information on this subject is to 
be obtained from the special reports published by the Indian Central (cotton Committee 
^mbodjdng the results of a series of enquiries into the finance and marketing of cotton 
which is the most important of the commercial crops in this country. No other study of 
marketing conditions on a similar seaje has been attempted in India before. These 



fCpotiR throw a of Jiglif on the eoonomicfi of tho cotton ciiltivaUtf an(t the lines and 
diiecUons in which iniprovementi* are necosaary. Broadly speaking, they snggeBt 

(1) the direction* in which the eultirator may be helped in the matter of finance by 
co-operative aocieties, banks and otW*r ageneies ; 

(2) the neccBiiity for inirodueing nhifortoity in weight nyfit-eing in the intorost at least 
of the bnyer^ and particularly of the iion-loral buyer; 

(3) the need foribo cticclur»g and CT*rtiftcation of wriidit# and Kcal-^s used in the salo 
of cotton ; and 

(4) the areas of places where regulated cotton markets may eonverMcntly bsf 
established and those which are ne^t yet ripe for their establishment. 

In regard to the part played by the ditlcTcnt clnHSt's of batiks and baakcrB anrsl 
merchants during the process of markt'ljng, rny committee understand that banks it> 
general and j^articularly local hanks finance raw eotton( bak'd), seeds, grain, etc., by lend- 
tng to established merchants in Bombay who remit cash to tin n agents, etc., upcouiitry/ 
Those merehants bave their own capital and also la^now money (a) on p( rsrmal security, 
(6) against the hypothendion of raw cotton, B»edB, etc. Exporters buying a good 
proportion of the crop make theur own nrrangemonts. 

So far a« mv committee are aware there is* ix) srK>cial difference, as betw'eeii internal 
and foreign tra<le, in the facilities required for the finan^ung of products during marketing. 

My committee are of the opinion that the t'xperience gutberod sinee the abolition of 
stamp duty on cheques points to the likelihood that a reduction m the existing stamp 
duty on demand and usance internal bills {hmulih) would encourage the use of this form 
of finance. They would not advocate the abolition of slAmp duty because they believe 
a stamp, bo it only J anna, gives to a doeunumt a letter title i^i the eyes of the 
more ignorant merchants than an unstamped bilk It must be remembered that 
although from a western point of view the existing rate of stamp duty may appear on th« 
low sid<', the people of this country are apt to think and deal in v<‘ry line fractions When 
it comes to payi»g for an altoiivative fonn of finance to that to which they are accustomed. 

For the past five yeans this ChaudxT has Imeii pressmg for the amtmdnient of 
the Negotiable BistruuMMits Act, 1K81, so as to give cflect to the ordinary' commercial 
practice of treating bearer drafts, hn-wliH «iid cheques as negotiable by delivery in all 
wiroumstauces irT<*spectivo of any endorsement that may b» made tluTcon. A Bill, 
W’hieh had for its objiH't the amendment of the Jaw on these linos, was introduced in the 
Legislative Assembly last September, but a motion to refer it to a Sek‘ct ^"ommittcc was 
negatived on the ground that the question would conw5 before the Banking Enquiry 
rommittoe. My eommittoo oameslly t^ust that the Bombay Banking Committee wilt 
not miss the opportunity of emphasiziBg the desirability of effecting this aioaendment at 
the earliest/ possible opportunity. 

The Chamber has also repeated^ npgod Covemment to amend tk«r Negotiable 
Instrument » Act so as make it clear that the Act affords protoction to bankers in India 
against forged or usMMithorisod endoraojraents on demand drafts drawia by oiwj branch ot 
a bank ujkmi another bransh of the bank, A'BiU with this object was introduced* 

in the Legislative Assembly last eeaaion and is at present being circulated for opinion^ 
My committee trust it will re<5eive the sup^H>rt of the Bombay Banking Committee. 

My committee have recently made two further suggestions for the amendment of the* 
Ncgtitiable Instruimmt^ Act so as to afford lajitter protoetioiv to- liankiiTs. Seotioa 60 ofi 
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tlici liinglish Itilfe of Exchange Act makes it clear that the paying banker in England i# 
protected whether a forged endorsement is that of the payee or of any Bubscqnent 
endorsee, wliereas it would appear that eom^ponding Section 85 of the Indian 
Negotiable Instruments Act protects the banker only in eases where the forged endorse- 
ment is that of the payee, but not that of a 8ub9tM|uent erKhn'see. My committee suggest 
that the provisions of Sec1io:i (iO of the English Act might Iw incorporated in the Indian 
Act. Again, my committee ieei that Section of the Indian At!j|5night be improved, 
upon in view of the luidelined extent of a bankers liability for negligence. With the 
growth of the banking habit in India the onus of investigating the constitution of lirm» 
and the extent of authority vested in individual members of such firms is more than 
banks can be expected to undertake. It is Huggesb'd that tJie negligence dauat' whould 
be qualified to culpable ” negligence or some such other protective drtinition. 

My committee desire to rcrailirm the previously c.vpri'ssed tqiinion of the Chamber that- 
the railway nHxhpb should l>c givim tlu‘ legal status of a ncLiotiMbh' instrument, thereby 
enlarging creilit facilities. They understand that ihert* an* diOicuiticH in conne(!tion with 
this proposal, but they ari' of the opinion that an effort should be mud.c to find 
a solution. 

in regard to the po^)sibility of operating licen.s’ed warehousi'S, any suggestion wbidi 
will enable lianks to advance on tlie Security of pioduce in definite posst'ssion 
should command synipathi^tic attrition as being calcnlatcd to assist the ogi'icuiturist and 
smalkT merchant beyond the j’ange of persorud securit}’. It is questionable', however, 
whether licensed warehouK's arc at present a pratlical firoposition ow ing to the diversity 
of crops grown in most provitu-c.s and the large capitid outlay involved. 

Qttkstion 4.— On n previous occasion the Chambc'r stated tluit it preferred to see an 
oxteusion of co-operative banking and a i'(maalidati<’ri of that extension Ix'forc any 
attempt was made to encourage land mortgage banks since: the latter might be a sanirco 
of danger unless they were most carefully controlled. My committee are inclimjd to the 
opinion that a land mortgage bank w'ouid only prove useful if it wore in some inoaBuro 
\nider Government control and subject to audit by Governnu'lit. A portion of the 
capital would x)robably also have to be provided by (h>vei nment. This form of advance 
is ef a very spindalist nature owing to the varying conditions of land tenure in India and 
onlinary joint stock banks rather fight shy of this chiss of business because of the lung 
lock-up of capital usually involved. It might bo jiossibic with a Governmcnt-controlUbd 
bank to arrange for intoest on such advaiu-cs to be colkxted in tlu'< form of additional 
land tax during the period of the advanctn In matU'rs of mortgage it w ould appear that 
the law on the Hindu joint family system requircR amendment inasmuch as It provides 
numerous loopholes which militate against a bank advancing on mortgage of real estate. 

The facility of creating an (M|uiiable mortgage by the dt^posit of title deeds is at 
present conhned to a few spcciiied towns in India and Burma. It the fa<ulit\^ were made 
general, landholders might b<^ enabled t(.i oV>tain accoinmo<Jation against the seeiirity of 
their propoi’ty wdthout the cost and trouble of executing a legal mortgage. 

My committee W'ould suggest that mortgage documents should be made much more 
simple. Every conveyance or mortgage .should contain a brief ay)straet of title, 
the salient points of which should be detailed in plain language. At x^rcsent the 
language used in legal documents cannot be easily understood by ordinary businessmen. 
Its cumbrous and. artitieial nature was emphasized in a rerami ref)ort. by the Holirator to 
Oovernment on the Land Transfer System in England and tiuj feasil:>ility of its ax>X)licatiou 
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t<> the Town anti Island of Bombay, Briefly, the Land Transfer System substitutes 
registration of title for registration of deed and its adoption in Bombay would, my 
committee btjliove, go far towards simplifying mortgage transactions. 

Question 6 ai^d 6A. — My committee arc strongly of the opinion that Government 
should assist investigation and research into methods of putting to commerical use the 
by-products of agriculture (e linseed stalks, groundnut shells, crushed cane, etc.)^ 

Question 7. — Arf far as my committee are aware^ the relations between the 
co-operative and other banks and the ImjHiria) Bank are cordial. Competition is bound 
to arise whore several banks are operating in one place and it would be contrary 
to the interests of the country as a whole if all competition were eliminated. Banka 
con well look after their own interests and oh far as is known such oomj)etition as exists 
is healthy and beneficial to the people. 

My committee are in favour of every encouragement being given for the extension of 
oo-opiirative banks and co-operative societies in tbost^ districts where they are shown to 
be neocssaiy'. Caro, however, should bc^ taken not to force the pace in those districts 
wdiere, as showTi in the rt^porta of the Indian Central Cottori Coniraittee referred to above, 
credit facilities at moderate rates are already provided by other agencies. 

An effort should be made to develop co-operative societies on more businesslike lines 
and at the same time to impart fresh life to the MovemtTit. 

Question U. — My committee have no cxperientH' of the working of the Usurious Loans 
Act. Last year their attention was drawn to a private Bill for limiting inttTost charged 
on loans of various kinds in British India. While the olijects of the- Bill must command 
general sympathy, the committee c6n.sidercd its provisions impracticable and the same 
probably applies to most mcasurcB of the kind. 

The lilnglish Money-lenders Act, 1927, provides that a certificab' is required for the 
grant of a money-lender's (excise license and that Hindi (‘ertiticate shall not authorise 
a money-lender to earry on Imsincss uiuU'r any name which includes the w’ord “ bank,” 
or otherwise implies that lie is carrying on banking business. 

In my eopimittce’s opinion conditions hero and in England arc not sufficiently 
comparable for the provisions of the English Act to be successfully applied to 
India. There is a danger that restricting the rates of interest might restrict the develop- 
ment of banking. My committee hold that the correct method of tackling the problem 
of usury in this country is for Government to promote the growth of education and to 
encourage the Co-operative Movement and, if possible, loan societies created for the 
purpose of enabling the cultivator to liquidate debts running at exorbitant rates 
of interest. The difficulties are considerable but should not prove insuperable, for, in 
the opinion of those be.st qualified to speak, the }yot is on the w'hole an honest man and 
will repay his debts provided ho is approached w'hon he has money, ».e., when ho has 
harvested hie crop. 

SECTION II. 

Question 1, — The function of the indigenous banker or shrojf in Bombay is to finance 
the business of the smaller merchant and shopkeeper by means of 2 m/s hundis. There 
are several assooi^ions of shrojffft viz, : — 

The Bombay Bhroffs’ Association, 

The Marwari Chamber of Commerce, 

The Multani Shroffs’ Association. 

The Chtmbt r of Ccmmcrce. 



569 


The latter fix the bazar rate at which the smaller traders’ hundis are discounted, after 
hearing the rate at which the Imperial Bank are prepared to di«count or re-disoount first 
does 2 m/a hundis. This is usually the “ Imperial Bank rate.” It has been noticed that 
when the Imperial Bank rate touched 9 per cent, there was a distinct falling ofl in trade 
between Bombay and the Malabar Coast as the small merchants felt the pinch of dear 
money at once. 

So far as my committee’s cxpci’ioncc goes the indigenous banker function, 
satisfactorily in Bombay. 

Question 2. — By advancing money against hundis to traders, cotton growerss 
shopkeepers, merchants and others, the indigenous banker as.sists trade in tinaueing firstly 
the purchase of produce and secondly the various impoid trades, c.j/., hardware and cloth. 

Question 3. — The answer to {J) of this que‘^tion is very similar to that given in the 
first paragraph of the answer to question 7 of Section 1 of this questionnaire, «.c., tho 
relations between one indigenous bank and anothi'r and bet'ween indigenous banks and 
other banks in theeouniry are on the v hole friendly, apart from natural business 
jealousy and rivalry between coinpetmg banks. H should, of course, be regarded as 
axiomatic that the greater the competition the greater will bo tlic facilities offered 
to trade. 

(r) It IS coiiMdered probable that additional facilities from the Imperial Bank and 
other banks would quickly ht('ome nv'ailable in the event of indigenous bankers being 
licensed. 

QrESTioN 4.-— Tlu‘ forms in use arc, generally spi'aking, satisfactory. 

Question 5.- - My committee imdi^rstand that in Bombay the indigenous banker lends 
money (a) repayable on domaiid, {h) repayable after 00 or 90 days, (r) for the busy 
season of 6 or 8 months on the understanding that the advance shall be subject to 
renewal at interv’als of 2 months at the lender’s o})tiori. In practice the latter invariably 
agrees to such renew'al unless the borrowxu* gets into difficulties. Advances arc not 
usually granted in the form of cash credits. 

Indigenous bankers jirovido thcmsclTes wdth funds — 

{a) by tho employment of their own capital, 

(b) by' the resale of huniis (purchased in iipcountry centres) to the Imperial Bank. 

The average rate of interest charged by tho indigenous banker in Bombay is probably 
10 per cent, and he himself borrows at an average rate of, say, 6 per cent. The rates are 
2 per cent, higher during tho height of the busy season and 2 per cent, lower during tho 
slack season when the business should ordinarily bo liquidated. 

Question 6. — In theory the earnings of the indigenous banker arc large but in practice 
my committee are informed that they' are not more than is reasonable. 

Question 7. — There is no prejudice of any importance against the indigenous banker 
or, at any rate, against the Multani Shroff w'ho supplies a greatly felt want and is 
understood to conduct his business on sound lines* 

Question 8. — My committee have considered the question of the registration 
of indigenous bankers and the general feeling is that it is very desirable from the point 
of view of protecting depositors that indigenous bankers should bo licensed or 
registered, but they find it difii^'ult to make constructive suggestions. 



With the growth of commerciai o<liK5atio!i and the inemase in the number of qualified 
aeoountfintft it should now be ixjssible to insist on indigenous hankers drawing 
up an annual balanoe sheet in a prescribed form which should disclose (a) the names of 
the partners, (/>) the placee of business. The balance sOiect should be signed bv an 
auditor and should bo productni for inapfxdion by the Income-tax authorities. 

My committee are in favour of encouraging the developmfmt of indigenous banking, 
but in their opinion it is still more important to see that legislation is tightened up both 
as regards the substance of banks and the auditing of their accounts. Indigenous 
banking has reoeived a rude set-back in the last few years as the result, in some oases, 
of inadequate resources and unscrupulous or inefficient administration. 

The failure of many indigenous banks wiis probably inevitable in an early 
stage of banking development, but whether it is wise to permit banks with a very small 
paid-up capital to be register(^d is a matter for investigation. The first essentials for 
a bank’s proper functioning are an adequate paid-up capital and an efficient direc^torate 
and management. The building up of adequat^^ reserves, the limitation of dividends 
until the banking reserves are sufficient, the publication of banks’ oceounts are among 
the points which require attention. 

My eommittoo are prepared to accept the opinion which has been expreaaed to them 
that the attitude of the indigenous banking community towards the introduction of any 
measures for regulating their operations or giving greater publicity to the same would be 
one of strong opjwsition. 

Question 10. — My oommittwe have no suggestions to put forward regarding the 
precise method of linking up the indigenous banking system with the* central 
money market, but in their opinion the last question betrays a niisappreliension of 
commercial interest inasmuch as competition between banka eah only redound to the 
benefit of the customer. 

Question 11. — My committee do not think there is a largo amount of money 
lying idle in the districts in the hands of indigonous barik('rs, but there is still 
un<k)ubtt*dly a vast amount of boarded wealth in th<^ hands of the people or buried in 
the land. The extracftion of buried w'ealth is a gradual protfesa. Great progress has 
been made in the last 25 years and more particularly sinoe IDiti. The eneouragement 
of advances against gold and gold ornaments is one way that suggests itself of tearing 
out of hoards the dormant capital of the country. 

SECTION III. 

Question 3. — The existing facilities for the purchase and sale of Government 
geouritios afforded by Government, the Imperial Bank and other banks apjxtar 
reasonable. 

Question 4. — The cheque habit is very definitely on the increase. It received 
a ptwceptible impetus from the a bolition of the stamp duty on cheques. 

In regard to the olas^jes w hieh make u.w of cheques, my committee’s experience is that 
merchants and professional men now use them pretty generally but that petty traders 
are still reluotant. 

The multiplicity of vernacular scripts is one of the greatest obstacles to the develop- 
ment of banking in India. It can only be very gradually overcome by the growth of 
eduoation> the spread of a knowledge of English and the standardisation of a few of the 
leading vernaeuliu's. 

Tin OhnmfK^r of Comtfwm. 
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QtrsstioK ft*— “The growth of banking and the inveatment habit is bound to be rery 
'•low in India and» as in so many other lines, economic, educational, political an<l social, 
the SQperstmciure is apt to outgrow the foundation. 

One of the reasons for the slow growth of banking has been stated in the answer i o t he 
preceding question. The failure of banks from time to time hoe shaken public coniit:ien\.c 
and also checked progress. Hence desirability of restricting the flotation of mush- 
room banks with inadequate liquid resources. 

With a view to encouraging the investment of savings it has been wii: ^ 1 J that 
Government loans should be obtainable at post ofneos in multiple.^ of b. . fo an<l that 
possibly a small commission might be offered to postmasters t<o induce them to push the 
loans. The suggestion might be worth examining. 

The opening of new branches of the Imperial Bank has had the efT< < t . I ’naking 
finance available at cheaper rates where adequate security is available aiul in u i he bene- 
ficial to the country in the long run. 

My committee’s knowledge of invcstm^'iit trusts is somewhat limited I i tin y uiider- 
stand that a wide market is essential lo their succeseful functioning 'i’hey eoixsi<ier, 
therefore, that the growth of such institutions in this country had lietter beretaidod 
until a larger investment market, not so susceptible to bear and bull raids, baa been 
ostablished. Careful, prudent and foreseeing directors must be found before these 
institutions can hope for success. 

In oonoluaion, my committee would reiterate that it is only by the education of the 
rural population that banking development can make appreciable headway. That is 
a matter for Government and, in any case, a matter of time. On this subject it may not 
be out of place to quote the opinion expressed by the ('hamber in rt^ply to a re ference 
arising out of the report of the External Capital Committee and an extract fiom the 
Chamber’s letter dated 27tb March 1926 is accordingly attached. 

Extract from the Bombay Chamber's letter to the Oovernmtrd of Bombay ^ Finance 
Department^ No, 1036137, dated 27th March 1926. 

'* My committee agree as to the importance of irKTcasing facilities fi)i investment. 
They understand tlmt banks, including branches of (he Imperial Bank, exist today in 
India in only about 260 out of over 700 towns having a population of 10,000 and 
upwards. That is to say some 450 towns, not to six ak of about 700,000 villages, are 
without banking facilities other than those provided by the village hrftna. Beff>re, ^ . w- 
ever, embarking on any large extension of existing facilities my comn\it(< c an^ convine d 
of the necessity, referred to in the External Capital Committee’s report, of conwol'datin't 
the ground already won. It is of little use opening banks in fr<^h areas unlcng the 
inhabitants are able and willing to come forward with their deposits. Something might 
be done to stimulate a demand for modem banking facilities by judiciouB projinganda in 
the vemacolor newspapers. The cultivator will be quick to appreciate the advania^^o 
of obtaining loans at reasonable rates and having availed himself of the bank's SitvIccs 
in this respect he will perhaps be more ready to a<‘t on the suggestion his 

surplus should be invested in the same institution. While therefore my 
committee rei0^«|^end that suitable banking propaganda in the vernacular be 
simulated in a simple form in the chief agricultural centres, they realise that in a country 
with a percentetge of over ninety of illiteracy such methods cannot go tf» the root of tho 
matter. They are convinced that no solid advance can bo achieved until compulsory 
MO T 83—71 



562 


primary odueation ha» been iniroduoecL My oommiUec obBejrv© that tJao Hon^ble tli« 
Finance Member devoted an interesting passage of his Budget speech to the importance 
of developing the banking and investment habit in this country. In it he remarked that 

much most depend on the spread of education of the right kind.” My 

committee are impressed with the paramount importance of extending primary educa- 
tion, the goal to be aimed at being (jompukory primary education for all. In the mean- 
time they would suggest that an earnest endeavour should be made to instil notions of 
thrift/ in existing schools. In their opinion no large inoreaso in deposits can be expected 
Until the masses have some idea of the functions performed by bank.” 

Mr. K. MILLER, M.L.C., Kir LESLIE HUDSON, M.L.C., Mr. A. K. INGRAM 
and Mr, R. 1 . F. SULIVAN, Rcprci entutive*. of the Ohaml’cr of Commerce, 
Bombay. 

Oral Evidence. 

0839. Thf Chairman : Is it true that a large number of your members are reprosenta- 
tires of exporting and importing firms t — Yos. 

9840. Can you tell us a« a general proposition whether the present facilities for 
financing the mov^emont of crop from the village to the mai kot and from th(‘ market to 
the export/ing port are, on the whole, satisfactory ? — We can only say that in our opinion 
fhert^ are sufficient facilities in the cities. 

9841. Similarly as regards the import trade, from the importing ports to the whole- 
sale mci chants for distribution in other centres, are there ample facilities of finance ? — 
Yes. 

9842. It ie suggost/od that the grower of produce in India docs not got a full pnee of 
his produce because of the speculative buying and selling by exporting firms ; and 
iK^canse of the control of prices by such firms and other agencies. Do you think that 
there is muoh truth in the statement ? — We should say that generally prices of 
eommoditiea are ruled by world prices. We do not think that the producer is unfairly 
tnmted. , 

9843. You say in your statement : ” My committee are of opinion that the spearhead 
of banking development must be the co-operative banks and socu^tics as nn extension of 
branch banking by the joint stock banks or the Imperial Bank is hardly likely to be an 
economic pniposition to-day.” Are you referring to co-opi'rative banks for agricultural 
finance or are you also referring to societies for finance for small industries because the 
smaller traders and small industries in mnfufisil areas also require finance T I was 
wondering whether your Chamber was acquainted with the development of urban 
fo-operativo banking in the province ? — We refer here mainly to agricultural finance. 

9844. You say : ” The mmar and money-lender are usually subject to much abuse, 
but although some of this criticism may be justified, the need of the agrioulturist 
for loans is imperative and the money-lender is one of the sources of satisfying this need. 
It would l)e of immense advantage if the aowcar could be generally utilised os an integcal 
part of the credit institutions of the country.” Have you any spt'cific suggestions to 
make ? It has Iwjefi put to us that if the State Bank or the Imperial Bank appoints some 
iccoguised $hroffs as their agents in places where they cannot ope^ti^r branches, it 
might be a very useful thing for the internal trade of the country. I wWId, like to know 
whether yon agree with that view ? — Yes ; we agree. 

Ckamher o/ Cownn r* e. 
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994(5. Yoti^wiy in tile latter part of yoor Not© that 8tw?b shroffs fthotdd he lioetmed »hd 
regulated. Wc^tild you expect that their accouute should bo published and audited ? 
Hero wo ha^ made a generalization. If a /fotpcar cotdd Batisfy the Central Bank 
or whichever Bank it may be, then the onus would devolve on the Central Bonk. 
As a general rule, however, we think ho should be licensed. 

9846. You would not make it a condition precedent for the appointment ot 
these shroffs as agents of any State Bank or the Imperial Bank, that their accounts 
should bo audited and so on, would you ? — No. 

9847. You »ay : “So far as my committee are aware there is no sptjciai 
difference, as between intonial and foreign trade, in the facilities required for the 
financing of prtiducts during marketing.” Wo have been told by certain wotnessee that 
eo far as joint stock banks are concerned, they mainly finance foreign trade and do not 
give the pame facilities to the internal trade which is mainlj’ linanccd by indigenous 
bankers. Do 3 ^ou agree with this view- ? — We do not know' how far indigenous bankers 
are financing the intonial trade. Dnless we have the facts and figures l)cfor(5 us, 
we cannot agrcfi with this view. 

9848. Their contention is that wiierover branches of joint stock hanks exist in 
districts, they mainly finance the produce which Is exported ? — Wc are not aware of thn-. 
We think it is only a question of security. If the crop is in the field very* few joint stock 
banks would adviince against it. 

9849. C<.^ming to your suggestion about the amendment of the Negotiable Instru* 
ments Act, your point i.s that a bearer cheque should always remain a buaier cheque, ;s 
that not m ?— Yea, it is so. 

9850. But fin objection is raisod by the indigenous bankers that it is customary for 
th(',m to endorse such bearer obequee and make them payable to order, and if this legisla- 
tion is pofjsed, the hundi as it stands at present might disappear. Also they say that the 
holder of a hundi should not be deprived of his elementary right to protxjct him«(df by 
making the hundi payable to him ? — There is the difficulty about the script. Banks 
Bhottld not be expected to verify cndorBcments written in many difforont vemaculars. 

9851. About the Negotiable Instruments Act you say in your second siigimstion 

“ The Chamber has also urged Government to amend the? Negotiable Instruments Act so 
ns to make it clear that the Act affords proU'ction to bankers in India against forgini or 
uliaathorized endorsements on demand drafts drawn by one branch of a bank upon 
another branch of the same bank,” But i.s it not the bank’s business to take care and 
oxamin© the erulorsements ? — Yes.; the bank is liable for the forged (mdorecmc^itg on 
drafts and not on ohequcB. ♦ 

9852. Your second suggestiou now is to protect the bank V — Yes . The purpose of 
the proposed amendment is to render a bank draft as freely negotiable as a cheque. 

9853. liaferring to railway receipts, do you think that the railway rocjcipt is gencraWy 
A satisfactory document ? So far as wo understand, the railway authorities do not take 
iway responaibiUty as regards the oorrectnoss of the entries therein. Would it be safe in 
your opinion to make it a negot aide document if all these things were satiafiod under the 
Negotiable Instruments Act ? — There is danger in various other matters, but vre do not 
^ihmk that there is really any serious danger in making a railway receipt a negoriabk 
instramerit. It will -enlarge cre<iit facilities. We do mot tldnk that there is any grave 
tianger to its bt^ing a negotiable instrument* within the country. Jn support of this 
litiitement, we shall read to you the I't^eoramendation made by 4r» in reply 



ft refemice ftrifting out of the Report of the Erternel Cftpital Committee The Committee 
(of the Chamber) pointed out that the financing of the produce of agriculture and 
induetrieft by negotiable instnimenta was purely a question of credit. They suggested 
that if a railway receipt were made a negotiable instrument the produce of agriculture 
and industries could be financed to a far greater extent than was the case to-day. 
A few years ago, Bengal cotton was tenderable in Bombay by railway receipt and tho 
railway receipt was in all but name a negotiable instrument- Even to-day in most 
classes of produce, advances were made against railway receipts. If they were 
made negotiable instruments by law, further credit would certainly be given 

9864. In your statement, speaking about the land mortgage banks, you say 
that the Chamber would prefer to see an extension of co-operative banking and 
a consolidation of that extension before any attempt was made to encourage land 
mortgage banks, since the latter might be a source of danger unless they were most care- 
fully controlled. But the difficulty is that the agriculturist is heavily indebted, and 
until he is relieved from his debt, his condition cannot improve. He often does not get 
much profit out of his profession, agriculture, his holdings lieing very small, and he 
stands in need of capital for improving his land. Co-opcjrative banks finance him only 
for his current needs and cannot redeem him from debts. Those being the facts, would 
you not agree that the formation of land mortgage banks, of course properly constituted,. 
is a necessity in the present circumstances, and that it is not necessary to wait until co 
operative banking extends much more than it has done at present ? — We do not think 
there is any objection to land mortgage banks being established, but the question must 
be considered very carefully, and it should be done cautiously. 

9855. Land mortgage banks raise money by way of debentures for which the 
security is the mortgage of land. It has been suggested to us that if the interest on these 
debentures were guaranteed by Government, they could be floated in the money m«.rket. 
Do you think that would be a feasible scheme ? — If they are guaranteed by Government, 
ft would certainly have its effect. 

0856. In your statement, you say that if the indigenous bankers are licensed, they 
might get additional facilities from the Imperial Bank and other banks. What kind of 
facilities do you mean ? — They might get loans at a cheaper rate. 

9867. In your statement, you say : “ The last question betrays a misapprehension 
of commercial interests inasmuch as competition between banks can only redound to the 
benefit of the customer.” Here the reference was to competition of banks placed in 
a privileged position with other banks. For instance, it has been stated that the Imperial 
Bank with the privileges that it has from Government competes oven with branches of 
joint stock banks in, several places, and also with indigenous bankers, and that while such 
competition between equals would be alright, the competition between a privileged 
person and others wotdd not be desirable. That is the contention of some people. If 
the proposed Central Reserve Bank is started, and if a branch of the Central Reserve 
Bank or a bremch of the Imperial Bonk is established in order to finance 
indigenous bankers, and if tliat branch does the same work as indigenoiis bankers do, the 
competition woqjd not be fair. That is the contention? — We think there is some 
competition of the Imperial Bank with the indigenous banks, but we do not think we are 
competent to answer that question. We do not think the oompetitioh is so greak 
as other banks try to make out. It is not unfair competition. 

Thi Phmnhef of Commerce^ 
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W58. Toil gay ; ” The multipUcity of vemacalar 9csri|»t» is cmt of 
greatest obstaotes to the development of banking in India/’ Do you think there 
would be any great difficulty in the use of vernacular scripts for ohoqtios partis 
oular vemacidarB such as Gujarati, Marathi, in the districts ? — We do not think there 
would be very great difficulty. But the great difficulty is that banking institutions have 
not developed in this country, and have not the enormous staff, that will be required 
if you allow different vernacular scripts. The growth of education and tho sproad of 
a knowledge of English would remedy the situation. 

9S59. Mr. KameU : You say that it is a question whether licensed warehouses are at 
present a practical proposition. On the other hand, we have been told that tho 
licensed warehouses would be of great facility to tho borrower to get advances by 
placing goods in the warehouses. Is th€^ diversity of crops, say for instance cotton, my 
great as to rule out entirely the idea of having w^archousos in the near future ? — Wo 
think it w'ould take a long time. ^ 

9860. Would it bo an advantage to the railways to have such warehouses as 
they have in Assam to keep goods in godowns not for iramediaU' transport ?--Tht* rail- 
ways do not provide storage generally except for goods in transit. 

9861. In your statement, you say that there is a danger that restricting the rates of 
interest might restrict the development of banking. You chiefly base 3 'Our argument ort 
the fact that conditions al>out money-lending here and in England are different. On 
the other hand, w'e must recognise that the rate of interoBt m this country charged by 
the village money-lenders sometimes goes up to 24 or even 36 per cent, and we find it 
stated that some restriction is necessary, whereas you say that such a restriction might 
stop the development of banking. Will you please explain what fears you have in 
mind ? Those w’ho propose restrictions do not propose drastic restrictions ? — So long as 
drastic restrictions are not there, we would have no objection. We think that drastic 
restriction w'ould retard the development of banking, Ix^cause the class of set'urity 
ofiered is not sufficiently good to allow bankers to advance money at cheap rates and 
the people, who charge 20 pei cent, or more against loans,, do so bticause they 
lend on personal knowledge of the reputation of the borrower and knowing his family^ 
and they do not take any lienable security. 

9862. About the methods of buying produce m upcountry markets, we have 
been told that the upcountry agents of exporting prices depress the markets artificially 
as they are in a position to know the world prices. Is that correct ? — We think 
that they buy on commercial lines and not merely when the market is depressed. The 
itpcountry agents do not actually depress it. We do not think there is anything unfair 
about that. 

9863. Mr. BticHey : You suggest that a small charge, say J anna, should remain aa 
stamp duty on bills. We had some evidence to the effect that it is not at all necessary 
and that stamp duty should be abolished. Are you very strong on that point ?— ~We 
think some small charge as stamp duty will result in such document having greater 
value in the eyes of the public, but we do not attach great importance to this, 

9864. About your suggestion regarding licensed warehouses, is it your opmion that 
any such departure should be done in a very cautious manner ? — Yes. 

9865. Could your Chamber suggest how the capital should be raised for these ware- 
houses, w^hether it should be a Government matter or should it be done by private 
individuals ? — We have no suggestion. The suggestion should come from the actual 
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people who ftW) interCrtfted, frofti the poojde opcountiiy, who have suggested to 3?0u 
l^at wa3*ehooBes should be erected. Wo do not think the Chamber can make any 
suggestion. . 

^866. In your statement, you make a reference that the failure of many 
indigenous banks was probably inevitable in the early stage of banking development. 
Bearing this in mind, would you be in favour of making it incumbent on private joint 
stock banks opening savings bank accounts separating the savings banks accounts from 
general banking ? It is done in Australia. In New South Wales there is a savings bank 
under Government control, Otovemmont guarant.eeing the deposits. Would you favour 
it here ? — We do not think that we are in a position to suggest it. 

9867. Government have been accused of borrowing irrespective of the condition of 
the money market and we have had it suggested to us that they should cut down their 
capital programme only to what they got on hand. Has the Chamber got any \iow8 to 
express ?— Your question has no relation to the questionnaire submitted to our 
Chamber. 

9868. Mr. V. L. Mehta : When you refer to the failure of indigenous banks, have 
you in view the modem type of joint stock banks or indigenous bankers ? — Private 
banks. 

9869. Professor Kale : You distinguish in particular the Multani shroff. Is it 
because that you are better oicquainted with them or have they any special 
oharacterisiio about them ? — Wo believe it is so stated. Because those framing the 
reply wore mostly acquainted with the Multani shroff. 

9870. On the same page you go on to say that the indigenous bunkers should 
publish a balance sheet signed by an auditor and should produce thoii books for inspt'c- 
tion by Income-tax authorities. Why do you introduce the Im^oroe-tax authoHties V 
They have nothing to do with banking ? — There would then be a doable check. 

9871. Inoomo-tax authonties have nothing to do with banking ? — They ar<' 
entitled to demand tho production of books for inspection. 

9872. My» point is that Income-tax officers are not expected to disclose the bankers’ 
private transactions. How then will this bo a check ? — It is a simple generalisation. 

9873. Phe Chairman : Is it a fact that the Tucomo-tax authorities accept the 
balance shoot of the bank certified by an auditor T — That I do not know, 

9874. As a matter of practice officers of the Income-tax Department arc 'latisliod 
with tho balance sheets cortificd by auditors and do not examine books ? — That may 
be so. 

9875. ProfessofT Kale : In your statement, you say : “ The encouragement of 
advances against gold and gold ornaments is one way that suggests itself of 
tearing out of hoards the dormant capital of tho country.” This is the general 
practice with the indigenous bankers at present. Do you refer to any particular bank or 
banks in general ? — Generally. 

9876. Mr. Chikodi : In the beginning you state ; “ My committee are of 
opinion that the- spearhead of banking dovtlopment must the co-operative 
banks and societies as an extension of branch banking by the joint stock banks or the 
Imperial Bank is hardly likely to be an economic proposition.” I want to know 
how they are on uneconomic proposition 1—The Imperial Bank has opened 
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Indies in towtts. It cost» a good deal to open a bran<?h in view of the coifc 

of establistoent. In the hope of getting trade they have opened branches* Wc 
consider that the oo-operative system is a more economio way of f nrtlicr extending 
banl^ng system than the opening of the branches of the Imperial Bank or other joint 
stock sompanios. 

9877. In your letter to the Government of Bombay to which reference has been 
made in one of your replies, you state that because 90 per cent, of the population 
are illiterate, and unless primary compulsory education is introduced, no sub- 
stantial advances can be made in banking, among farmers. May I take it os the view of 
your chamber that unless compdaory education is introduced there is no hope of further 
advance beijig made in banking ?— That is not the right conclusion to draw. You 
should look to the following paragraph : 

In conclusion my committee would reiterate that it is only by the education of 
the rural population that banking development can make appreciable headway. 
That is a matter for Government and, in any case, a matter of time. ’’ 

(The witnesses w'ithdrew.) 

The Committee then adjemrned (ill 11 a.m, on Thursdoy^ the liHh December lOiliK 
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THE BOMBAY SHAREHOLDERS* ASSOCIATION. 

SECTION III. 

Qurstion 1.— (6) The meanfl or institutiona in exiatcnce for encouraging savings and 
investment habits are as follows : — 

(a) Joint stock banks. 

(b) Joint stock companies, 

(c) Shroffs. 

(d) Other business houses. 

(e) Post ofEce savings banks. 

(/) Co-operative societies. 

(ff) Insurance companies. 

(h) Provident societies. 

(c) The 'influence of co-operative societies has been good but of banks has been 
negligible outside large towns for want of sufficient number of branch offices of our banks, 
life insurance companies have also exercised a healthy influence in this respect. 

(d) Though the savings of the Indian public outside business centres are very small 
compared to other countries, the existing facilities fall short of even this small^ demand. 

(e) Yes, the existing facilities can be considerably improved by encouraging the spread 
of branch offices of joint stock and other banks in business centres and other bigger towns 
where they do not exist at present. In villages as well as outlying places in the mofuasU 
facilities should be provided for purchase and sale of Government securities on easy terms 
and any arrangement made in this direction should enable such deals being effected 
expeditiously, t.e., without undue delay. Papers of small denomination should be made 
available for purchase or sale here through agencies such as post office savings banks* 
etc. Again in order to popularise investments still further among small investocs 
payments of the purchase price by convenient instalments in case of Government papem 
should be allowed, the actual security paper being handed to the purchaser only wter 
the full purchase price has bemi paid up. 

(/) Certain sections of the community no doubt object to earn interest under the 
denomihmtitm of interest Their objections can be met by a declaration that the 
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on i|iiV© 8 tmei 5 t is nc^fc to be by way of interest ” but that the said return wilUbb 
paid by way of guaranteed dividends out of profits, or income earned. This caji 
appropriately be done in of funds raised for the f^eonomic development of the 
country such as for building railways, expansion of irrigation, etc. 

(g) It is hoped that this question which refers to the habit of the Indian people to 
•invest in gold, silver and land does not assume that there is a general habit among the 
peo])l<' of India to invest in silver and gold ; such a custom wherever it prevails is not due 
to any innate desire to hoard but subsists because of oilier causes, India is a poor country 
whtire the capacity of the population to acquire surplus funds for investment is limited. 
Silver and gold an? pim'hased by a section of its people not with a d<‘sire to hoard but 
with a view to ensure safety. KSeve«ty to eiglitj'^ per cent, of the Indian pojiulation 
'(jonsists of agriculturists who form what are known as the lower classes, among wliom 
(polygamy and easy divorce are common-. A Hindu or Mohainnuylan wife belonging to 
thcHC classes is anxious to possess ornaments of which she could make use in times of 
necessity, sa\ , wliorc for some reason or other the husband discards her and brings 
another wife or dies leaviTig lier unjirovided in which case her only .'^Iridkcn is her 
ornaments o!i which she can look for support. Thus general poverty, social customs 
and illitcrai y among tlicse classes are the thr(H) principal ( auses which prevent the 
rapid spread of banking and investment habits. The first of tliese three iinpodtments 
Can be rc^moved by stimulating India's industrial |m)gress by all possible means. The 
low standard of national income in Indki can only bo raised through industrial 
expansion thcreliy considerably increasing the balance of surplus funds in tlio hands 
'of bet population. The second and third caustic rt'z., the socml customs and illiteracy’’, 
can be remedied through the. spread of education. We arc frequently told that within 
the past ten years India imported 38 crorea worth of gold and silver yearly on an 
average. Tliis argument at the first glance strikes one as rather powerful. In order, 
however., to apprexsiate the real aignilioance of the figures one has only to rcxiliso 
tliat on the footing of the enormous population of India the figures work out on an 
average of somewhere near Its. 1-4-0 per head. It may also be pr)intc<l out that the 
desire towoivr some kind (rf ornaments is not peculiar to India ; Kairopx^ and America 
invest huge sums of money in ornaments for their womenfolk. 

Qi^estion 3. - (a) Facilities more or less on lines similar to tlm conversion of 3 per cent. 
<h)vernment loans should be extended to all kinds of (Government piipor and a Hchemc 
Hhould bo prepared for the purpose declaring the basis on which Ciovcrninent is prepared 
to permit such conversions. Besides this, arrangornentB should Ixi made to pay interest 
On Government seemrities iit all the post offices. We submit that (Government loans and 
bonds should carry interest coupons and talons attached to them, as in case of I>oanf 
and other bonds on the (Continent of Europe and the United States of America. This 
will of)viate the hardship felt at present by all investors, small as well as large, through 
the waste of time and trouble involved in (1) lodging the securities \^‘ith the Public Debt 
Office for the interest Warrant, (2) getting llie interest warrant cashed, (3) the obstruct ion> 
delay, hardship as well as expense of having to present these HecmriticH for interest tf) the 
Public Debt Office through & bank or broker, in cases where investors happen to reside at 
k>ng distances from the ccnti’e where a Public Dcffit Offifo is kxwated. We feel sure that 
the aforesaid facHities when introduced Mdll make Government Hccurities very popular 
among small investors on the country side and in villages. 

(6) Banks, commercuil hou.scis and brokers are the (iiicmcial agencies which affowi 
^acilitie^ for purchase and sale of securities other than Government securitica^ 
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(r) and (d) Tlie surplu* caflh of people who make profits on sale of prodne© is geneiafij'' 
invested with ^kroffft but this margin, though never Ir.rge, has been much reducedC 
through the present currency and exchange policy of the Government of India. 

Qtjbstiok 4. — The cheque habit in towns has considerably grovm, and though the effect 
of abolition of stamp duty on cheques cannot b© fully gauged at present due to the short 
period which has elapsed since the said abolition, the general impression k that the same 
has a strong tendency towards stimulating the cheque habit. Almost all classes of 
traders who can read and write English have of late taken to the cheque habit and even 
vernacular cheques are freely used when permitted by some banks. In our opinion if 
some legislative arrangement can be made by which banks were compelled to accept 
cheques in the leading vernaculars of the country, on the same footing os cheques in 
Europeiwi languages, the cheque habit h sure to spread among a much wider area. On 
the same principle the use of vernacular paying*in slips, pass books and other allied 
documents should be introduced. 

QtTKSTlON 5. — This Association is of the opinion that banking find investment habit in 
India is of slow growth because the margin of savings bet%vcen the national income and 
cost of living is negligible. It may, however, be pointed out that there is a certain 
amount of lack of confidence in the management and supervision of joint stock banks. 
There are glaring defects in the Indian Companies Act which requires amendment 
•specially in the following respects : — 

(а) Publicity of accounts. 

(б) Appointments and powers of directors and effective control of shareholders 
over them. 

(c) Responsibility of auditors cmd the sufficiency of their certificates. 

(d) Speculation by managers and directors in shares of their companies. 

Abuses are frequent for which the secrecy or want of publudty of details in accounts 
is at least partly responsible. In many cases balance sheets convey quite an inadeijuatc 
information, thereby misleading the investing public. Particulars of Hoating assets of 
joint stock banks and the nature of their liabilities should be clearly specified in detail. 
Internal reserves, provisions for bad and doubtful debts and other reserves should be 
s©imrately shown. The auditors should be required to certify that there are no concealed 
or seciet reserves and that the assets have not been undervalued or overvalued. They 
should also certify that sufficient provision for bad and doubtful debts has been made 
to their satisfaction. Then; should also be a statutory proviskm for publication of profit 
and loss account and a statutory form should be provided for that purpose. Every bank- 
should be obliged to issue a six monthly balance sheet. I'lie reinuneration of the manag- 
ing director (if any) should be clearly specified and should be disclosed in the report 
issued to the shareholders. Form “ F ” in the Indian Companies Act should be consi- 
derably amended so as to make the mod© of valuation of investments applicable to all- 
forms of investments mcludmg investments in landed proj>erty made by a bank. The 
shares, debentures, securities and other investments of a bank should be shovm at cost 
or market value whichever is lower. The auditors should be made to call the attention 
ef the shareholders to any matters of importance which it would be in the interests of 
shandioldcTs to kndw, and to elucidate in their report any item in the published balanc# 
sheet which might, in their opinion, mislead a shareholder ns to the true position of the 
bank’s affairs. In particular, it should be made illegal for the bank’s dirt‘ctor8 to solicit 
proxies or to vote m regards the appointment or remuneration of auditors who should be 
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‘given a statutory right to attend and speak at all general meethiga of the bank. When a 
bank posaeaees a controlling interest in another company, particulars relating to the 
position of the company should Ijc circulated with its own balance sheet. The appoint- 
ment of the managing director, if any, shall not be for more than five years and shall bo 
renewable by the shareholders in general meeting only. All other directors of the bank 
shall be liable to retiremeiit every year. 

Principal SOHRAB R. DA VAR, Barrister-at-lawr, Mr. JAMNADAS MORAKJX and 
Mr., JAGMOHANDAS KAPADIA, Representatives of the Bombay Shareholders’ 
Association, Bombay. 

Oral Evidence. 

9878. The Chairman : Mr. Davar, you are a member of the Managing Committee 
of the Association ? — Yes. 

9879. What is the principal object of your Association ? — The jirincipal object of this 
Association is to safeguard the interests of the sliarcholders as a class as also of the 
investing public. 

0880. Is it one of your objects to encourage investment in shares ? — Yes ; to safe- 
guard the interests of slnvreholdt'rs and also to encourage industries whicli are w orked on 
a joint stock basis. Wc w'ant to sec that the management of such concorns is properly 
eonducted, 

9881. Before I ask you any questions 1 shouM like to say that you have made some 
very interesting siiggestioiis witli regard to the amendment of the Indian Companies Act, 
but as these are not w ithin the purview of our inquiry, w'c shall make a note of thorn and 
forward them to the Central Committee. 

You suggest the opening of branch offices of banks in mofussil areas. The question is 
whether it w'ould be economical to open branches outside big towns Y — We put it this way ; 
In places W'here the Imperial Bank has not opened branches, if other joint atoc^k banks 
desire taopen branches they may Ijc encouraged to do so, because when once the Im|)orial 
Bank opens a branch it bcx'omes difficult for other joint stock banks to open branehes in 
those places, for obvious reasons. That is one point. The other poifit is : w^here the 
Imperial Bank of India or other joint .stock banks find it impossible to open branches 
we w'ould very much like to sec that the Imperial Bank a])point8 some of the shroffs, 
of course after taking proj>er guarantee and security, in those places to carry on business 
as their local agents. 

9882. Are you in touch wdth the working of co-operative urban banks ? — We, as 
members of the shareholders’ association, are not in touch with their working. 

9883. You say that in villages and outlying places facilities should l>e provided for 
the sale and purchase of Goveniment securities. Is there any such demand in those 
places ? — We look at this problem from this point of view. In villages people who make 
a saving can bo classified under two heads. One class of such men gives loans at a higher 
rate of interest wdth some risk involved in it. The other class requires absolutely safe 
Investment. In that case if you want to prevent them from investing in gold and silver 
bars, you must encourage them to purchase small pieces of Government loans and make 
them available to them. 

9884. How wdll the man be able to get it ? — He must be encouraged to buy a scrip 
of a denomination of Rs. 100 and jwvy for it in instalments of Ks. 10 each. When all the 



ten inBtarmfntw coIIocUm:! from liim tho scrip should he fuvntled over fo hihl^ 
The other difficulty will bo with regard to the collection of interest. If Government niakcv 
theintoroat payable at the local post office, then yoti will be encouraging him to invest 
in Govern mont loans and will bo doing something more, namely, encouraging him to* 
save, 06 Government securities ore a better form of investmcuit to him compared to gold 
and silver bars. 

There is another point with regard to the collection of interest, TIic collection of 
intorest should bo made easy alT over, as they have deme with regard to continental loans 
by means of coupons, ' As soon tvs the person presents the coupon at the post office he 
k paid the interest. After the coupons are exhausted the paper may be changed for 
ait other. In this vv'ay there will he greater facility- Even in big towms, where there are 
big investors, they heBit>ikte to invest in Government Icnans, because theic arc no public 
debt offices. They have to give their seeiirities to the local hankers or .shroffs or brokers 
and get warrants through them and sign them and then send them. In this w^ay it 
becomes veiy' cumbrous and at thnes very hieonvenient particularly for the illiterate 
investors, 

9885. Would you favour Government securities of smnlU'r denominations ? — We 
think that it would be very good. 

988G, With regard to question 1 (/) you say : “ Certain sections of the community 
no doubt object to earn interest under the denomination of ‘ intere-st.’ You suggest 
that the return on investment is not to be by Way of interest but that the said return 
sliould be paid by w'ay of guanintecd dividend ? — We have got a large body of Maliomedan 
kivcstors. Ovnng to i*eHgious objections they w'ould not take investments on an interest 
basis. Our information is that they do not go in for Government loans. The object of 
raising moneys by public loans is in many cases to make them available for various 
Government developments like irrigation and so on. At present Government oftthi go* 
outside India for a loan for those objects. In order to attract thk c;apital, when 
Govern melit start big w orks of development and Want money they (‘an attract this capital 
by issuing these loans as so many redoornaVde prifeience shares and guarantee the- 
dividend on H which is to bo paid out of protits of their enterprises. It is after 
all a change of nomenclature. Call it partnei'ship 8crj.]js or shares and this objection 
can be easily got over and the money made availabU^ for such devefopmont works. 

9887. With legard to q^ucstion 3 (a) you say : “ FjirCilities more or less on lines 
similar to the coiiversicm of 3 per cent. Government loans should Ixi extended to all 
kinds of Government pajwr Will you please develop that idea ? — {Mr. Jamn idas) ; 
There are so many kinds of securities like 3| per cent, loan and 5 per cent, tax free loan 
(1945-60) and so on. At present those w*ho have got 3 per cent, loan can convert it into 
3i per cent, at the rate of 6 jl at present. In the case of other securities sometimes there 
are no buyers. In such a case Government can by a mathematical calculation fix a 
permanent ratio — (j.ust as they did with regard to the 4 per cent, loan of 1894 which was 
afterwards reduced to 3 J per cent.) — the basis should at least be 4J per cent., because it 
does not seem to me that within the next 16 years the interest will go below 4»J per cent.— 
and issue a standard paper ; all the othei exiating securities may be converted into that 
denomination. My point is that there should be a standard paper all over India easily 
bought and sold wdthin small differences, 

9888. That is, you do not want a paper w'hich cannot be converted easily ? — Jh 
depends upon the Government borrowings and the circumstances. The Finance Member 
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may think teat a short-term loan WouKI be much better. It crepemls upon the c ireuin- 
fitances of bort’oi^ang. If there is a standard of borrowing, rmy term loan can be easily 
converted into another security. Tliere may be a demand from Calcutta in Bonilwiy 
and from Bombay in Calcutta. It will be much hotter if investors can then sell or buy 
them easily. As regards coupons, that is the system adopted for all debentures. All 
over the continent they have abolished the old system of producing the original certkioatc 
for getting interest. (Mr. Jagmokandas) : This particular suggestion has been made 
in order to avoid an}" confusion in the mind of the investing public with regard to the 
different denominations of government securities Tviiich are in vogue at present. It is 
the plain duty of Government, with a view to avoid confusion, to see that the different 
denominations are reiluced to a minimum. If Government can devise some means by 
which ail or some of the different denominations t an be converted into a standard one, 
it Would be for the benefit of both the Government of India and the invcBting public. 
This is the particular idem that underlies the suggestion made. 

1)8K0. As regards small investors do you think that the present facilities to puivhase 
through post office is sufficient. ? — {Mr. Davar) : Yos- 

9890. Even Government securities *i — If facility is given to a mn-n to purchtise 
a scrip for Rs. 100 and pay in instalments of Ils. 10 a month, it will bring in more 
money to GoveriimerLt. 

9891. From a purely administrative point of view, w^iould it bo better? Euppose 

,a man iii,stalment.s and then defaults ? — In that case Government have got 

the money. The man can sell the scrip to somebody else. 

r'802. That is the system followed by some banks ? — Yes. 

989.*>. Do you favour the inlroduction of vernacular for <*he(iues ? — It make*?, 
a tremendous difference. 1 do not think it needs any argument. 

9894. W’c wore told yesterday by sonic witnossevs that banks may find it difficult to 
decipher ? — If Japanese character can be deciphered, 1 do not know what to say. We 
do not w'ant all the vernaculars. Tlie principal vcrnacuhvr of the district w-^e waul. In 
Bombay for example w'o want Gujarati and Marathi. 

9895. Also Kanare.se and Siiidhi ? — Sindlii in Sind. 

989(5. Professor Kale : You have made certain suggestions for the amendment of 
the Companies Act w'ith a view" to safeguard the interests of the investor.^ and share- 
holders. Would you approve of the idea that the auditors .should bo made independent 
of the managing agents ? — Yes ; if some scheme could be devised. At present the 
auditor is supposed to be appointed by the shareholders. But in practice the 
auditors are appointed by the managing directors ortho managing agents. I do not 
mean any disrespect to them. After all they are human beings. They are liable to bo 
removed or appointed by the directors or the managing agents. That is the unfortunate 
position. 

9897- What is your concrete suggestion ? Should Government appoint independent 
auditors and make it a rule that those particular auditors will have nothing to do 
with the managing agents and that they should certify the corretdness of the balance 
sheet? — FVom a theoretical standpoint it might answer the difficulty. But Ido 
not know whether shareholders as a class would prefer official interference without 
their own moving in the matter. Suppose the shareholders appoint auditors, it should 
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be m»de eaay for them to inspect the books. At present most of the shareholders receive 
no reply to any information they require. As a safeguard it should be provided that it 
would be illegal for the managing agents and directors to solicit proxies with regard to the 
appointment and removal of the auditors. 

9898. The idea is, if the managing agents solicit proxies, this greatest weapon in 
their,>hands is not broken ? — {Mr. Jagmohandas) : You will generally find at a meeting 
that shareholders are in a minority because the managing agents have secured proxies 
previously. Resolutions are passed one Way or the other because somehow or other 
proxies have been obtained by the management. 

9899. You are proposing this safeguard under the present existing conditions ? — 
Yes. This safeguard has been suggested in a well-knoWn book called Britain’s 
Industrial Future ” which reads as follows : “ In particular, it should be made illegal for 
directors to solicit proxies or to vote as regards the appointment or removal of auditors 
who should be given a statutory right to attend and speak at all general meetings of 
the company.” {Mr. Davar) : This point has been considered by a committee of experts 
in England and the suggestion they have given seems to us workable. 

9900. With regard to your suggestion about conversions of Government papers, 
would the basis of conversion vary from time to time or would it Ix) fixed once for all ? — 
(Mr. Jamnadas) : In the case of short-dated papers it wdll bo always very difficult to fix 
the basis of conversion, but in the case of long-dated papers it can be easily fixed. My 
suggestion is that India's borrowing should be on the 4i per cent, basis and this should 
be counted as a standard basis. Other securities should bo converted on this basis. 

9901. Will the basis of conversion be fixed once for all or wdll it vary from year to 
year ? — In the case of short-dated papers, it wdll vary from year to year and in tlie case 
of long-dated jwipers there will be no substantial variation. 

9902. When you suggest per cent, as the basis of conversion it seem.s to me that 
is rather going into the realms of prophecy ? — It depends upon the circumstances. 
(Mr. J agfnohandaa) ; There cannot be any cut and dry scheme. Government certainly 
will have to jpay regard to the wants of the country and then they may from time to time 
change their own scheme and, if the people find that the scheme put forward by 
Government is not a beneficial scheme, it can be varied. 

9903. Your idea is that it will have to be changed from time to time ? — Yes. 
(Mr. Iktvar) : As Mr. Jamnadas said just now, 1 repeat that for long-dated papers 
there will not bo any variation. 

9904. Jfefr. Buckley : Is it your intention that this basic rate should be printed on 
the document ? — {Mr. Jammdas) : It must be notified in the Gazette. 

9905. Professor Kale : With regard to the suggestion which we have already 
discussed, namely, that facility should be given for purchase and sale of Government 
seeuritiesin villages, do you not think that there is a risk erf investors losing some part 
of the capital ? — (Mr. Davar) : How ? 

9906. Supposing a man buys 3J per cent, paper at Rs. 76 and at the moment ho 
Wants to realise its sale proceeds, he will not be able to get the full sum because the market 
value wnll vary ?^The risk of losing capital here is quite insignificant compared to losing 
his capital with a sowcar or a shroff. There are two groups of investors : One group of 
investors are persons who are prepared to risk and the other ^oup of investors are persems 
who are not prepared to do so. (Mr. J agrtwhandas ) . This is the only way in which you 
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Can create jfc uoarket even amongst small investors* Once the market is created, the 
difficulties will be removed* {Mr. Damr) : The encouragement of savings is also 
another point to be considered. 

9907. You are aWare that these Government securities can be purchased through the 
post offices even now, not in instalment sj’stem. Are they purchaseablo at every post 
office in villages ?• — I am afraid not. 

9908. They are purchaseable in those post offices where there are savings banks. 
A man who has a savings bank account can purchase these securities, and not only 
that, but those securities are kept in the custody of the post office and interest is added 
to the amount. You will see, therefore, that all the labour and trouble is saved to the 
investor ? Are there those facilities almost everywhere ? — I do not know how far the 
post offices are divided and whether they are also doing ibis savings bank business. 

9909. There are certain head and branch post offices many of which arc doing 
savings bank business ?- — ^Yes* 

9910. Mr, Kamai : Under Mr. Jamnadas’s scheme of converting bonds of one 
denomination of a particular year into others on a certain basis, probably if Government 
have a loan programme and a time-scale, say 1939-44 loan to be liquidated at such and 
such a date, Would not his scheme upset the Government programme ?— No ; if the 
loan is due in 1939-44, people will calculate that in ten years they will get their 
money. It will be calculated on this basis. {Mr ,.J amnadas) : My idea is that all the 
long-term loans, say 1955-60 and 1960-70 and other loans, should be converted on a basis 
of 4| or 5 per cent, whichever will bo suitable to Government ; and in the long rim when 
all this exchange problem and other problems ate settled and everything will adjust 
itself, then I think there will be some basis of borrowing according to World conditions,. 
i.e.y New York borrowing, England borrowing, Continental borrowing and our Indian 
borrowing. 

9911. This argument applies to basis ? — On calculating this basis Government 
can float a standard loan just like in Britain and it will facilitate investors. 

9912. What you have to show is that by this method of conversion you do 
not embarrass Government in their programme of repayment ?— No, we do not embarrasa 
Government in their programme of repayment by our method of conversion. 
{Mr, Davar) : But it may be in this way t Suppose Government has a programme of 
paying off certain 5J per cent, papers in 1940, then there are tw"o prexje^es. With regard 
to the first process, so long as the notes of 1940 are still unconverted there w^ill bo no 
difficulty. It can be paid in 1940. With regard to the other one, w'o might adopt 
a lottery system as they have in the Continent, 

9913. Then you pre-suppose that Government should lend itself through this policy 
as is done on the Continent ? — It is not a lottery business. 

9914. Is it not entirely on a different principle ? — There are joint stock companies’ 
debentures which are redeemable. Suppose there are 500 debentures issued at £100 
each and are to be redeemed in 10 years, what they do is, they redeem every year one- 
tenth and the number is drawm as to whom it should be paid. {Mr. Jamnadas) : There 
is the Brazilian Government loan. There are 4 and 4J per cent, loans but the general 
standard is 4 J per cent* They are not redeemable loans, but they provide sinking f und« 
out of the revenues of the State and repay a certain sum every year and by this rcasoa 
it is very popular. 



870 

But this ia a diflterent ayatom altogether ? — Yes^ 

9016. Mr. Buckley : There is one question at the end of the questionnaire regarding 
investment trusts. You have expressed no opinion on this question. 1 think your 
8lmr(?hoIder»’ Association may have something to say on this question ?— (i/r. Jagmo^ 
hawkis) : We have not answered all the questionsv Speaking oiT-hand, 1 can say that 
unless the Indian Companies Act is radically changed, will not advocate investment 
trusts, and it is no use advocating investment trusts on the present position of the land 
in India. 

91)17. In this conversion selwme of Mr. .Tamnadas, is it one of the ideas for suggest- 
ing this scheme, that it will stop gambling on Government securities 1- \efi^ 

9018, Is it your idea that income-tax is to be deductixl at soun.'e on the securities 
timlcr your scdicme ? — My idea is that all secmriticB must be on a taxable basis. 

9919. Is this method to be .adopted even in the case of a very small man ?~ He cart 
get it refunded. Of (^Ourse, it is a very difficult problem to have refund which will 
bo too much troublesome to a small investor, but then he can have these post officb 
t'ertiKcaies, 

9920. In tills system of partial payment for Government sccnrltii's, do you wish thi; 
instalments to be rigidly obsf'fved ?--The Government will have to lix coriain dates for 
the instalments. If the instalments are not paid on those dates, some latitude must be 
given to the people for pa 3 dng tlie same^ 

9921. Mr. V. L. Mchia : What do you think of this suggestion which lias been made 
to us that Government securities should be issued only in two forms, riz.^ bearer bonds 
and inscribed stock certificates.. Would j’ou do away with the is.sue of Government 
seeurities in bonds transferable by endorsement ^—(d/r. car) .* This We do not recom- 
mend because there are two classes of investors ; one who prefers for his ow*n purposes to 
have a bearer bond and the other, particularly a larger investor, wffio priders to have an 
order loan because it gives him protection against forgery. 

9922. We Were given to understand that several breakers and merchants have lost 
a great deiU by reason of some forgeries in endorsements ?--VVlH'ro there is a forgery 
the original holder of the loan is aafer^ because forgery gives no title, anil the moment 
forgery is proved the loan is handed back to the original holder. 

9023. But the buyer suffers ? — Yes ; in case of forger^’ some innocent person has 
to suffer and you have to decide which of the.se two deserves the suffering. 

9924. It wa? put to us that the holder who b negligent about his document should 
suffer. Do you not agree ? — I say that a man who kept his document carelessly and 
allowed it to be stolen should suffer, but the difficulty is that that view violates the basic 
principle of the law as to forgery. 

9926. But do you not think that these inscribed stexik certificatee are a good 
substitute or do you feel that the form in which they are used comes in the way of 
the ordinary bonds transferable by endorsement being negotiated from day today ?— In 
fact an average investor does not know that there is something like inscribed stock 
certificates in India and to mo also it came as a surprise when I Icamt for the first time 
when the Accountant General wrote in the War time a letter to the Times ” and other 
papers saving that there is a system like this and an 5 d)ody could take advantage of it. 
If it is advertised more, people can know it. 
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?>92(j. y<nir 8t>lution then is to popularize the idea of inscribed atock ecrtificntes ^ 
rather than do away with the bonds transferable by endorsement ? — Yee. 

0927. Professor Kale : Do you not want that tax-free loims should be allowed even 
10 the case ol villagers ? I was junt going to ask you whether this would not defeat the 
very object you have in view ? — Tax-free loans to small investors ! Is this what you 
have in mind ? 

0928. Yes. If I am not wrong, at the present moment the person who has purchased 
Government pocuriticB through the post oflicc ha.s not to pay ineomo-tax. This is the 
facility which he enjoys V — ^Tliis would l>e an excellent arrangement. 

9929. I take it that you arc not ag.aiuBt it ? - No. 

9930. Mr, Chikocli : Speaking about the defects in the Indian Ccmipanies Act and 
tlic amendment required, you say “ Abuses arc frefpu'nt for whicii the secrecy 
or want of publicity of details in accounts is at least pc.rtly rt^sponsible.'* I Want you 
to develop y(jur answer ? — The point is this : What we have in ndud is that 
it is the general conclusion, and it is tiu: gtmcral experience even in England as appears 
from this Report (‘‘ Rritain's Industrial Future "), that a lot of irregularities oc^cur and 
particuhivly the investing public arc misled or suffer through lack of publicity in accounts. 
You can prepare a balance sheet within tin; four n-alls of the Form “ F ’’ in the liidhwi 
Gompanics Act, and at the same time give veiw little inff>nnation in it and put it in 
such a garbled ny within the four walls. of the law that no auditor can objcHjt to it and 
the public may not be wise to <Ioubt its true position, 'j'his is tlu^ position in England 
also and they have suggc'sted heve that a great harm is done to the investing public when 
certain fcllows"*gct, what they (‘all, inside information and after doing so they speculate 
in the bazar ; and the K^al investor who has stake in the institution does not know anything 
about this inside information and ho does not become wiser and has many times to part 
with his shares which fetch a value much less than the intrinsic value. We suggest that 
in publication of balance shoots of either banks or companies moi^e dot ailed information 
should bo given, and if you want to know the details I shall tell you what the details are.’ 
{Mr. Jagmohandas) : I may intervene at this stage and (piote the instance of a bank 
in this connection. A syndicate consisting of a few perstuis bought machinery of an old 
concern. This machinery was sold to a mill at Ujjaiii. This mill resold part of this 
machinery to another concern in Aijiiiedahad, This conceni remortgaged this very 
machinery and some other machinery to that very mill for ccirtain amount. This 
particular company then appointed a firm of gentlemen as its managing agents. There 
was a bank in existence, and it is still in existence, of which these very gentlemen are 
also the managing agents. There was a transfer of mortgage from the Ujjain Mill to the 
Syndicate and inspitt' of the fact that the transfer of mortgage was in existence, tlie 
managing agents, who were common to the mill and the bank, advanced a large amount 
on behalf of the bank to this mill on the ground that tho previous transfer of mortgage 
from the Ujjam Mill to the tSpidioate was invalid. The bank took a mortgage for tho 
advances made to the mill and also made further advances. A suit was filed. It has 
been held that the previous moi tgage w'as all right and tho bank’s mortgage invalid with 
the result that the bank lost its moneys ; there was no mention of these transactions in 
the balance sheet. Now the Form in the Companies Act is very d(‘fectivc let ause the 
partieulai'S which are required to be given by a bunk arc not e/iough and we found in this 
ease that iu the subsequent Vjalancc slieets it was stated tliat 10 lakhs of brK»k dftbta 
were considered (h>ubtful ; tliis w as the position. 
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0931. Is it possible to publish all the history of each and every transaction ?— * 
No, but such transactions ought to be published. Take the case of the Bholapur Bank.. 
The learned Judge said that the managing agents of the Bholapur bank had advanced 
money indirectly to themselves. (Mr. Jamnadas) : Not only managing agents are 
common but where there are directors they . are also common. In both the cjises when 
loans are made from one another, they should be disclosed specifically in the balance^ 
sheet. ' 


(The witnesses withdrew.) 

THE BOMBAY HOSIERY MERCHANTS ASSOCIATION, BOMBAY. 

NOTE 

Our Association being interested in hosiery industry, we take this opportunity tO’ 
•xpress our views how this industry can bo utilised for making it a cottage industry 
Bupplementary to agriculture, as enquired in paragraph 6 of your questionnaire. 

Among the many such existing industries, hosiery bo added to the list. It 
is reported that the import in India of hosiery goods is more than live crores of rupees 
annually. 

Apart from power hosiery machines, a large numl)er of hand machines suitable for 
cottage industry forms the bulk of the4mport. Still the ryots do not benefit by these 
machines, because there is no facility or organisation to bring them in touch with this 
growing industry. 

The first thing necessary to help the ryots is the creation of asscK-iations in each zilla 
to purchase and distribute on easy terms to the ryots such machines, and ibc yam, if the 
ryot has not already produced his own on charkhaf to colU>ct the pro<luce from such 
ryots for marketing the same ; the associations should also train certain number oi 
men w'‘ho should visit villages and initiate the ryots in the working of the machines 
and rendering necessary advice. 

In the Bombay Presidency, there are no industrial schools for this industry as there 
are Industrial Departments in Bihar and Orissa and the Punjab. Though membei-s of 
our Association largely import foreign hosierjs still a good quantity is purchased by them- 
from Ludhiana and Amritsar where this cottage industry flourishes. 

If the Bombay Government opens such an industrial department, on the above lines, 
it can create a lucrative industry for the ryot. 

Mr. KATRAK’S SUPPLEMENT ON HOSIERY WORK. 

To encourage cottage industries, centres near big village towns like Bulsar, Surat,. 
Navsari should be organised on a small scale, the upkeep of whicli should not be more 
than Rs. 800 a month. 

The centres wi[Jl train up villagers, in cottage industry, in their spare time for about 
two to three hours a day for about six months by which time they wdll learn to handle 
different kinds of machines. The expenses of these centres should at first be borne by 
Government, and later on when the villagers have sufficiently Icamt to handle the 

Tht Bombay Hoaicry Merchants Asaociaiion. 
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TOAchin©, a6i&tian.cc shou W be given them to buy these machines on instalment system, 
-ora loan should be granted to them repa^-able on easy instalment system with a nominal 
Tate of interest* 

The cultivators may readily take up this sort of work as it is sure to' increase their 
!monthly income by a very decent figure than anything else. Supplying machines and 
encouraging such cottage industries will go a groat way in solving the economic welfare 
of India. A machine is useful to the whole family who will individually use it in their 
spare time. Such kind of machines can l>e obtained for about Ks. 125 to Rs, 35() per 
machine, and the money can be easily recovered from the labours in two to three years 
after which be becomes the absolute owner of the same. 

Table showing the value of 1 dozen cotton socks made from 20s. yam on manu- 
facturing system on machine of old type in the factory : — 

(а) Average production on an old type machine is IJ to 2 doz. pairs. 

(б) Average production on an improved type Automatic Heel & Toe machine is 

2J to 4 doz. pairs. 


(a) On old type Machine. 


208. Cotton yarn 1 lb. 4 oz. 

(ai -/lOy- per 

lb. 

0 

12 

0 

Winding charges 

-/ 1/- 

,, 

0 

1 

0 

Making ('barges of 1 doz, socks 

(a) 1/ 2/- per 

doz. 

1 

2 

0 

Dyeing 

(o: -/ 3/- per 

lb. 

0 

3 

0 

T(h> joining 

(d] -j 2/- per 

doz. 

0 

2 

0 

Box, label, and ironing 

@ ■/ ‘V- - 

»» 

0 

3 

0 


Total 

Rs. 

2 

7 

0 

Saleable in the market (o Rs. 2-14-0 per doz. 






Cd On -now type machine, with a production of 3 dozs. per day in 

1) working 

hours. 

20h. cotton yarn . .1 lb 4 oz. 

@ - / 1 0 /- per 

11). 

0 

12 

0 

Winding charges 

@ j 1/- „ 

,, 

0 

1 

0 

Making charges of 1 doz. socks 

(//; -/ O/- per 

doz. 

0 

0 

0 

Dyeing chfirges 


„ 

0 

3 

0 

TToc joining 

® -/ 2/. 

>> 

0 

2 

0 

Box, label, and ironing 

{>/; -j „ 

•> 

0 

3 

0 

• 

Total 

Rs. 

1" 

11 

0 

Saleable in the market (f^ 2-4-0 per doz. 






»(c) Valuation of 1 doz cotton socks, produced by 

a cultivator at the rate of - 

/o/. 

per day, producing 4 doz. pairs socks in 12 working hours. 





20s. cotton yam . . 1 lb. 4 oz. 

@ ./lO/. per 

lb. 

0 

12 

(i 

Winding charges 

@ -/ 1/- '• 


0 

1 

0 

Making of 1 doz. socks 

@ -j^l^ per 

doz. 

0 

1 

c 

Dyeing 

@ -/ 3/- „ 

,, 

0 

3 

0 

Box, Label and Ironing 

@ -/ 3/- .. 

„ 

0 

.3 

0 

Toe joining 

@ -/ 2/- „ 


0 

2 

0 


Total R.s. 

..1 

7 

0 


-Saleable in tbo market Rs. 2-14-0 per doz. 
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Aptu’t firoiu thia if the yatri in purchased in bales the ratc^i will bo loss than 10 annad 
per lb. and cultivator may oven work 1 2 to 13 hours per day and thus the production will 
bo more than 4 doz. 

The scheme which has been adopted in the Government of Bihar and Orissa is very 
useful for the progress of the knitting industry, m the same is exactly what Japan docs^ 
and which may be seen in the “ Textile Mercury of Manchester of April 1926. 

“ Hosiery knitting in Ping-Hu, Chekiang, dates back a little over a decade, and ij» 
rapidly growing in importance nwiinly owing to tlic adaptability of the knitting inachinee 
to household work. When the machincB were first introduced in 1912-13 they were of 
British or American make. A little later, however, machines of German and Shanghai 
local manufacture were bought in large nnrabers at very much lower prices, and a system 
was started to rent out the machines to various households. Tliis greatly reduced the 
cost of manufiveture, and extended the market of Ping-Hu hosiery to Shanghai and other 
populous Chinese centres in Yangtze valley as far as the Yellow river. 

“ At prtiaent two of the loading comi>aiuc8 owning a thousand machines each, and two 
with 400, about a dozen ('ompanies with over 200 each, Cvud a HCf>rc of other smaller ones 
with 50 machinCsS, are operating in the eity and suburbs of Ping-Hu. The total number 
of nuichiues ree^cheo nearly ten thousand, about 80 per cent, of which arc constantly at 
work on the basis of an p.veragc daily output of a dozen j)kirs of hosiery from cio h nuichine, 
or 8,000 dozen from the 8,000 nuichines in operation ; tlie monthly produciion is 
estimated at 240,000 dozen. Allowing eight working moniliK in the year, the aniuuJ 
output rcacliirs close to 2,000,000 dozen. 

'‘Almost without exception the knitting companiis have no fiv.’t(>rics, ullhoiigli 
tliousands of persons arc employed, tht; machine leasing system cneabling tliem to carry 
un business w'ith a small control oilico and warehouse. The system .vJso miikes it po.«»Bihle 
for the young gii'ls and houBokcopers to work in their spare momcjits in their own houses, 
and for members of the same family to w'ork in .shifts on the sam<^ mc.chine'. 

Following the success of the I'ing-Hu concerns, neighbouring cities in weatern Cheking 
«u(‘h as IsJishan, Kft,dhing,|phihiucn and vSiashili, have become ecntrcH of the knitting 
ind\ii 3 iiy one after another. Witii the excepiieii of Biashih, none of those places can, 
however, eompiirc with Fiug-Hu in iiaportcmce.” 

If the Government does not Want to take upon itself the respontihulity of opening 
eentrini at v(«rious pkees, then the Govenimcut should encourage the few existing faetoricB 
in this preaideucy by giving State aid as has been done l>y the Bihar and Orissa Goveni- 
ment, w'hich seiuls persons b> giving thciu scholarships to tiain up in cottage industry 
outside their provinces, and tlu-y may be asked in turn to train up cortciin number of 
persons appointed by Govenimcut or tlvey may be asked to open centres in villages 
where the poor ryotj may bo trained in cottitge industry. 


Mi. K. N. K ATHAK, Re|):t?f.entative of t' c Bom1>ay llosic y Mere! ants Association. 

Oral Eddence. 

9932. The XJ hair man : Mr. Katiak, you arc a member of the Managing Gommitte© 
of the Bombay Hosiery Merchants AsstxJiation ? — Yes. 

9933. What is the main object of your Association ? — Our Association is formed to 
protwt the interests of hosiery mei*chajuts, to push the finance and so on. 

Thi Bombap Boi'ierp M’^rrhanla Assaciatio tiu 
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1)934. Who are the members of your association ? Are tliey importers or faetorv 
owners -There are only two factory owners ; and the rest arc the impbrters of hosiery 
cither from abroad or from India. 

9935. Do they find any difficulties in financing import ? — Wo could not answer the 
supplomontai-y questionnaire, but wc shall bo^lad to send the reply later on. 

9936. Have you, as a factory owner, any difficulties about finance ? — Certainly ; the 
chief difficulty is that wc cannot get capital for machinery, etc. If 1 aslt lor a loan from 
shroffSi I have to pay an exorbitant rate of interest. 

9937. Wliat interest do they charge ? — They charge even more titan 18 per cent. 

9938. Is it for a short-term loan or a long-term loan ? — Wo require money for six 
months at least. 

9939. Ls it on the Bccurity of the machinery ? — No, the machinery should bo with 
us. Unless Wo have our machines with us, we cannot Work. We want the banka to 
advance money on macliinery, but the machines should be with us. Another difficulty 
is that wo cannot store up our goods during slack seasons for Want of capital and wo have 
to sell them at any price. 

9940. Would not a bank advance money against the security of those good.s ? — 
(./Crtfdn banks do, but not in the Wry we Want tlicm to do. Wo request them to 
collect tlic money from the goods sold from the stock, but they refuse to do so, and Want 
the w'hole sum to be repaid within a certain period. Another difiii'ulty is that when wo 
send our linislied goods to the buyers, we get money after 14 montiis or somedimos wo 
have to wr.it even for sixty days. We want hanks to advance money during tho interval, 
and collect the amount from them. Sometimes we have to sell goods on credit, and wo 
may recover the money after some period, or the party may fail and wc lose the money. 
Wlun wt! want men? money to produce more goods, wo cannot got an advance from tho 
bank, though we arc willing to pledge tlio finished goods or machinery. 9’ho banks also 
do not advance against raW materials. 

9941. Have your factory owners approached the joint stock banks in this respect ? — 
No. 

9942. Would you say anything about importers, and how tho imports are fmanced ? 

■ — I shall send you a full note about financing tho imports. 

9943. As regards cottage industries, if they are introduced, would there bo any 
difficulty about marketing ? — 1 have given full details as to how tho hosiery goods can 
be manufactured and can be sold at cheap rates in competition with Japanese goods. 
The Bihar and Orissa Government have already introduced this cottage indiistry. 

9944. Is much capital required for this to start with ?■— No, I tliink wc can start on 
a small scale ajid not on a very large scale as tho Bihar and Orissa Government have done. 
They hav€i started with one crore of rupees. Wc must start on a small scale, and as wo 
progrtiss we can extend it. 

9945. How much would the machine coat ? — There is a small machine worth from 
Rs. 125 to Rs. 359. There should be some sort of organisation to train the p<iople. The 
training may be given in a schoolstarted either by the bank or Government. The farmers 
would be trained for a certain period, say about six months, in the school. After that 
period they may be advaiu*ed about Rs. 350 or loss according to the value of tho 
machine. They should also be supplied with raw materials from the school, and th<?y 
might werk at home and prepare the goods and the rm^rkefing should be done throtjgh 



ihc .Hchooi. That school will be seJf-Buppt>rtmg after a year, and it will not be a burden 
to the Govemin^nt. Such school may be started in Bulsar, Surat, Navsari, BlUimora 
and such other business centres. The whole cost will not be more than Ks. 800 per month* 

9946. HfiS any such school been started ? — ^No, it is only a proposal. 

9947. How much time would it take to train them ? — An intelligent person can be 
trained in fifteen days. 

9948. Can this occupation be taken up in spare hours ? — Yes, this can be done as 
a spare time occupation. At present the farmers working on the charkha may get 
2i annas per day, but wc can give them three times what they and J think they 
would willingly take it up. 

0949, Would it be easy to train agriculturists to do this sort of work well ? — -Yes, 
they <;an be trainwl to w'ork on the machines, but the finishing Work requires greater skill, 

9950. Does this finishing w orlt require machinery ? — It can bo d(»no by hand. 

9951. Do you think there w'ould not bo any difficulty about marketing goods ? — 
No, because there is already a demand for such goods. At present we ar6 w^orking in 
cities and have to incur a lot of expense on costly machinciy^ but as the farmers w^ould 
work in th«ir homes, the cost Would not Ix^ greiit, and the goods will be marketed easily, 

0952. Mr. Kawat : ’Have you been to Bihar and Oris.sa yourself ? — No. 

9953. In (Certain places tho.se machines wen* tried amongst the women but they w6re 
not successful. Will it require a long training under your scheme ? — That is why I havo 
suggested one year’s training, six months in school and six months work at home. 

9954. When he becomes a skilled labourer, he will earn one to two rupees per day. 
Will ho then remain an agriculturist V — It would not be so in the i‘a«e of all agriculturists. 

9955. Mr. W L. MekUi : Arc these machines available in local market ? — Yes. 

9950. Are your momberH agents for these machines ? — Our members deal in hosier v. 

There arc one or two of them -who deal in nuvehines aa well. 

9957. Do you not think tiicro is a limited scope for the market of these goods t — 
I do not think no ; I can my that the labour will bo so cheap that the marketing will bo 
easy Ixjcause the gowis wall be sold at a cheap price. 

99«58. People do not want tlu^e articles on a largo scale ? — Now-adaj^s people want 
to buy socks and other articles, I think the market for these goods is expanding. 

9959. Professor Kale ; The market is expanding no doubt, but where did you get 
this figure of five crore of rupees ? — ^That was only an idea of our members ; but after 
writing this wo have found that it is about tw^'o crorc of rupees. 

(The witness withdrew). 


INDIAN INSURANCE COMPANIES ASSOCIATION. 

• NOTE. 

My t!omnutt»eo do not desire to answer in detail the questionnaire, particularly 
Nos. 1 and 2. As some of the important commercial bodies like the Indian Merchants 
Chainb<*r are submitting a detailed reply to the questionnaire, we do not want to add 
anything in this respect. Our committee will confine itself to only No. 3 and in 
{wvrtioular to the insurance section. That th‘e advent and expansion of insurance 
eompanies in India has been responsible for the attraction of capital for investment 

The Indkin Insumnct Companies Aasoctadons 
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ptirpos^ji- fe undisputed fact. In the first place» life insurance companies have to 
a large extent been responsible in inculcating the spirit of thrift in the minds of the 
general public. This spirit has become very evident during the last 10 years ; but in 
a more definite form during the last 6 years. Such savings invested by the people of 
this country through life insurance companies have accumulated into enormous 
sums. According to the report of the Government of India Actuary^ issued the year 
1928, the total assets of Indian life insurance companies amounted to Rs. 17,73,04,592. 
Out of this total over 2 crores of rupees are ^vested mainly in Indian Government 
Rupee Secuiities. Life insurance business in this country is cxi>anding by leaps and 
bounds. Some of the leading Indian life insurance companies have done quite 
a large volume of busineFS even during the last year and there has been quite a decent 
addition to the sum total of the funds. At the rapid manner in which life insurance 
business is increasing with Indian life insurance companies we will not be exaggerating 
things if we say that in another 10 years the funds of Indhm life insurance coiiipanios 
would easily be fourfold. It is only natural that the bulk of these funds should find 
their Way into Govemmoi\t securities. 

In so far as the general insurance business in this country is conc(‘nicd, the progress 
her© has been veiy' slow indeed. As a matter of fact, until the year 1019 there v as hardly 
any company of any magnitude transacting ger.eral insunince htishiess established in 
India . There were onh' two companies then which we re doing only fire Insurance business 
confining their operations to the C.’ity of Itombay. In that y04j.r hp-lf a dozen general 
insurance compe.nies were fornicd and immediatel}" a sum of nearly 1,8(),00,<XX> of rupees 
was avaihibl© for this business from the public as p>aid*up capital. In spite of the fact 
that one large company has returned no less a sura than Ks. 47,50,000 of capital to its' 
shareholders, the assets of the general companies now amount to over He. 2,92,00,000 
by the accumulation of roserv’cs. A great portion of this money also is invested in 
Government paper. One re^rson for the slow progress made by the Indian insurancfr 
companies is the keen comj)etition of (established foreigm corapaiucs of which there art^ 
over 100 operating in this country. It is the opinion of (jur committeso that if Indw had 
some sort of restrictive legislation against foreign insurance ( ompaiiieB, the progresB of 
All-Indian insurance companies would ccrtaiiih iuive been much more rapid, which would 
have resulted in more money being invested by them in Government of India Securitieg* 
The tendency practically in ev(}ry part of the world t(>-<lay is to have such Icgislathm and 
instances can be given of several countries where legislation has been introduced favour- 
able to local companies in that foreign insurance companies are being asked to put up 
deposits and to invest a certain portion of their income in securities belonging to those 
countries where they operate. 

It may not be out of place If we bring to the notice of the Banking Enquiry Committee 
the fact that some of the foreign exchange banks doing business in India have adoptcxl 
an attitude wdiich is an^-thing but friendly towards Indian insurance companies ; whore 
this was not done, customers were given hints to bring policies of non-Indian companies 
in future. In that way foreign exchuingc banks discourage the growth of Indian msuranee 
eompaiiiee even in India itself, Hiese foreign l»anks get much lielp from the Imperial 
Bank of India which is an Indian bank ‘and yet their attitude to wards Indian insurance 
companies is one of positive discouragement. 

If more friendly attitude w^ere shown by these exchange banks towards Indian 
insurance companies, their growth would be acccbrattxl. Our committee would like 
that this attitude of the foreign cxebange banks should bo taken notice of. 
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Mr. K. 8. EAMCIIANDHA A IYER, the rejirescntAtive of the Indian Insurance 
Compaiucfl Association, Bombay. » 

Oral Evidence. 

9fH)0. The Chairman : Mr. Aiycr, you are tbc representative of the Indian Insurance 
Companies ABSociation ? — Yos. 

0961. What ifl the object of this Association ?— To safeguard the interests of the 
Indian insurance companies. 

99C2. In Bombay ? — Yos. 

9963. Is it confinod to Bombay ? — Yes. Tlicre is a company in Calcutta managed 
by Jardino Skiner & Co, and there is another company in Kangoon, Tliis ia an 
jisBwdation to protect the interests of tbc general Indian insurance companicB as such. 
1 am also the secretary" of the Jupiter Insurance Company. 

9964. In the first part you stat/? that the advent and expansion of insurance 
companies in India has been responsible for the aitrextion of capital for investment 
purposes. Do insuranco oompanic.s invest mainly in Government a(*curitics ? — Msiniy 
in Government seeuiities. 

9965. Later on you saj' that nliout 9 crores have been inveslod in Government 
Bcc uritios. Wliat about the l)a]fi.ncc V — Some arc invested in Municipal and other bonds. 

9960. Private securities ? — Yes. 

9967. Do they invest in industrial concerns ? — Not that I know of. TIutc is one 
insurance company in Lahore, which invc.st money in induatrial Fccuvitio.s. As 
a principle they do not invest in ordinary shares. 

90(>S. How* far has this iimuiance 1>usiness sprea<l into the villages ? — I think till 
some time ago in»uvanco companicvS were confining Ibem.sclvcs to cities and some import- 
ant tcnvns. But during the last 4 or 5 ycar.s, particularly during tlic last two years, there 
is a groat deal, of awakening wfith regard to life intmrancc. I think even cultivators and 
illiterate merchants, in the sense that they do not know^ to read and write English 
hut w^ell-to-do, arc taking to life insurance. 

9969, In w'hich part ? — Many parts ; in Bombay, Madras and (kilcut ta. 

0070. Gujerat ? — I am talking of Tolugu districts wherefrom wc got about half 
a dozen proposals. 

9971. Is there any diffiendty about medical examination ? — No ; becaxiet^ w"e have got 
Governmeut dispensaries and the people wlio arc in charge of these dispensaries snd wdio 
are duly qualified are allow ed to examine these cases. 

9972. Do insurance companies maintain statistics with regard to births and 
deaths ? — 1 do not think that each company has got regular statist ics of births and 
deaths. But they liavo got their statistics of mortality from their owm experience. 

9973. What is the minimum amount for w*hjich the policies are issued ?~“OrdinariJy 
the minimum is Ks. 1,000, But there are some companies which have o. minimum bo 
low" m Ks. 250. 

9974. Do they insure cultivators ? — Yos ; in the districts also. 

The Indian Inmirana: Cottipanies A sitociation^ 



insuratice ^ould bo a groat incentive to thritt, Would it not? — ^Witk 
ipogard to life infsurance in America, it took 78 yoar$ for them to get their first 50 billioii 
•dollars. They reached that figure in 1022, Within another 0^ years tlvey Were able to 
get another oO billions, Froportionalely our country also is progressing. What took 
many years to aebiove is p^>ssi!)Ie now in a few years. The present figures will increase 
by throe to four times Within the next ten ytmrs. There lias been a remarkable develop- 
ment in life insurance only since posl*\\',*-.r days. Particularly during the last 5 years we 
have been making rajud sti'idrs in India. I he-ixrd recently that one Indian insurance 
company has rcceivcfl newly S vrorcs of rupees of projuTt^' tliis year. What is called 
the inculcation of thrift has been going on muc h more rapidly thir.n anybody could thinks 

that the in.surancc compaiueg are doing ft lot of Work to attract What is oalloil cash, 
I'hat nicans lliai they are gohig to be of great pse to banks thornseives. The bank%will 
«not 1)0 able to attract cc.pital as rapidly as insuramx^ coinpanie.s, so that the? insurance 
^cojnpanics arc becoming great reservoirs in whioli Iij-rge capital is attracted which in times 
of iieces)^‘ty Govcruinent as well as })nb}ie luxlios can fall back upon for loans. Even in 
India during the last years, if you take the Government of India Ueport, the husinesB 
has gone u]) very muclK I maintain that witliin the next de<'ado instead of 17 croreto 
y*,)U wull have four times that money a(‘rumiilale<l in tl)e liands of insurance eompanlc&. 
The insurance conipanit'S also have done a g:rcat <leal of propaganda work calucatiug the 
public. Mdiey have taught the j)ublie to insure their kves on the basis of monthly ineomo, 
i8uppo.se a man gets Rs, 200 a month. Hie family would require Hs. 50 or lis, (>() a month 
for its expenses whether the man lives or not. Ho must take a policy for Rs. 10,000 
or such sum as wf)uld bring in that much income. In former days oven otlucatcd people 
tlu)ught of insurauccj as an obligation to someono. Now, they arc easily taking policies 
I’or 20^1X>0 and 30,000, late insurance bem^flts tlic public and relievos poverty to a large 
extent, ITopaganda WDrk lias been carried on on a large sc ale in England and America, 
But in India tiiey have not done so on such extensive scale for wani of funds. Now they 
are gidting moiic-y and they .aie beginning to tlo it in India also. Insurance, businese has 
so much developcal in England, America and Japan that the executives of insurance 
X'ompanies are taken a.s dircctoi H in many banks, because these companies have aetiumiilat- 
ed ororcs of rupees and these executives have got greater cxx>erienec in the matter of 
investment than the directors of banks, Wliat 1 w.ant to point out is that as time goes 
•on there is lajund to tx' close co-(q»eration between insurance exf*eut!ives and banks, 
because when wc got morci money we will liave more to do with banks, I want to ])Iace 
particularly before the Kankuig Emjuiry GornmittcH* this important j:.spe(d that 80 p<^r 
cent, of the asset s of t lie insurance companies are controlled by Bombay. If you look 
^nto the figures, the Oriental Insurance Gonipany has eight crcU’cs, the Eni])ire of India 
has three crores and other small companies have got about four crores. Out of a total 
•of seventeen erorc-s, fifteen crores arc held by Bom1)ay. When the Banking Enquiry 
Committee is engagesi in the task of finding out banking fac ilities, they are entitled to 
find out first the sources of n)()ney. The insurance companies arc one of the best 
sources where hard easli -is follci ted for the Ixincfit of the community, 

y076. What is tlie percentage of investraent in industrial securities^ in other 
^countries — I hand to you thi.s book which gives the information. {Address of 
.Hr. T. L. Parkmsar at the 22nd Convention of Life Insuranc-e Presidents, New York.) 

^77. As regards fire insurance ? — The progress has not been f:ati«faetory. Ou 
account of the difficulties which we are experiencing and encountering, the progress is 
Slot satisfactorj^ There is a large amount -of buHiaesH available in tlic country, tot atiD 
M i Y 82—71 
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th<s propm 9 hwfn rery amall. Benlly speakings fire maorance h confitiad to h^rg0 
cities. The bulk of the business comes from Bombay, Calcutta, Kangoon and Madras. 
They are more or less industrial centres and a lot of buBiue^s is being done. The upcoimtry 
buBUiess in cotton and others forms also a fair proportion* The insurance companies 
have to depend mainly on large industrial cities like Bombay, On a rough estimate 
Bombay alone is spending like 2 crorcs iu fire and marine insurance, and also on cotton 
and other materials coining here. So far as the public are concerned they have made a 
response, but much remains to be done. The difficulty is in the attitude of certain banks. 
Mr. Buckley asked Mr. Ijalji Naranji whether this matter has been taken up by the 
insurance companies. We took up this question last year and 'wrote a letter to the 
Exchange Banks Association, which is as foUows : — 

Bombay, Sth August 1929. 
To 

The Secretary, 

Exchange Banka Association. 


Bear Sir, 

I beg to address this letter on behalf of the Committee of the above Association. Some 
of our members have been complaining of difficulties of getting policies issued by a bank 
accepted by your members. To enable us to reply to such members, we should be much 
obliged if you could give us some indications showing on what basis the acceptance or 
refusal of such inauranoc polkdes is decided upon by your members. 


Yours, etc, 
(Signed) 


Tlie reply to the above letter runs as follows 
To 

The Secretary, 

Indian Insurance Companies Association. 


Bombay, Ifith August 1929. 


llear Sir, 

1 beg to acknowledge receipt of your favour of 8th August the contents of which have 
my attention and in reply to your enquiry 1 have to inform you that the question of thr 
a<5oeptance or refusal of insurance policies is one which is left entirely to the discretion 
of the individual members of my Association. So many factors have to be taken into 
eonsideration that even a general indication of the basis on which the decision is formed 
k not possible. 


(Signed) 

^ Chairman. 

We have not complained against all the exchange banks. There are only a few hank# 
which put obstacles in the way. 

Inmgranm Oompanks A$miaHon. 
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^78. Oifi#B do not put obstfwjlos ? — Day before yesterday an insurance friend 
showed me a letter which he wrote to a Calcutta Bank. Ho got the business and the 
goods have to be hypothecated. He wrote the letter at the instance of the party whether 
they would l)e prepareil to accept the policy. They did not even show the courtesy of 
replying to the letter. I do not want to mention names. But that is the greatest dis- 
advantage we arc sulTeriiig from. We are well aware of the average Indian mentality. 
A man took an insurance policy to a bank manager. The bank manager tells him : 
“ Do not bring any more of this policy. Bring from some big companies.” The man 
goes away and unwittingly talks about this in the Oazar whi<‘h does great deal of harm 
to Indian companies. In this way we are’jwovented from getting business, which would 
come to us. Not only that, there is a chance of losing other business also by such loose 
talks. 

9979. To a certain extent these people go to big insurance companies, because they 
are of long standing ? — As I said there is a class of businessmen who are prepared to 
come to U3. 

9980. Do those general insurance companies take up cattle insurance also ? — Not 
no far. 

9981. Crop insurance ? — There is one company in Madras with a subscribed capital 
of 54 lakhs and an authorised capital of (> croros diung business in Madras. They charge 
a l)remium of Re. 1 or Rs. 1 J per a<‘re. I do not know the details. 

9982. You speak about restrictive legislation ? — The legislation that I have m mind 
is this ; In almost all the coimtrics in the world they have got legislation. If a foreign 
company wants to get a charter for doing insurance business in a country, tiny must file 
theiir articles of asscxdation, their Ix^hvnce sheet and a list of the names of their dircctorH. 
A deposit in cash must also be made. After all these things arc done a license is issued. 
They have to set apart a certain percentage of the insurance premium collected in that 
country and invest the same for safety of policy holders. Over and above that they have 
to invest mainly in the securities of that Government. The compfiny is calkMl upon to 
prepare and file a separate balance sheet for the business done in that country. Some 
countries have even gone to extremes, that is to say, the company should rednsufe the 
business they have done with the local companies. 

9983 . Where is that 7 — In some of the South American Republics. In Siam, which 
is near to us, they have passed an insurance legislation— there are not many local com- 
panies — by which foreign companies are called upon to furnish deposits. Mind you 
there arc not even local companies. The tendency is to have some sort of legislation 
against foreign insurance companies. 

9984 . Legislation in order to utilise the premium amount collected in the country 
itself? — India is a big country. There are about 100 non-Indian insurance companies. 
Strictly speaking, ail of them are not parent companies. There are many defunct com- 
panies which have been bought by large companies. So far as India is concerned, when 
rules were framed, Indian companies were not in existence. The largo company which 
purchased these defunct companies can appoint agents for these defunct companies, 
though these defunct companies do not really issue any separate balance sheet. These 
companies have ceased to exist. For the sake.of representation they galvanize life into 
them. By this means an insurance company is able to have more than two re|^resenta- 
tives. An insurance company cannot have more than two representatives. By 
purchasing 9 defunct companies a company is able to have more than half a dozen 
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fepTfesentativefl* There should be some restrictive legiMlaiioji to prevent • these defunct 
eompanies being represented. There a^re small companies which are doing business i» 
India and they are not required to furnish deposits. To-day any man can come here and 
open an office. There is nothing to prevent him. 

99B5. What about the Imperial Bank of India ? — It is conimfm knowledge* 
in commercial circles that exchange banks arc benefited by the Imperial Bank. In ^'hat 
way I do not know. 

9980. Pfofemn Kah : You have told us that the funds at the disposal of msuranco 
companies arc growing. Do you think that there arc Buffi« icnt securities in volume and 
variety in which this money can be invested As I said, w e have taken np Govern- 
ment securities, We are taking up public utility also. The tendency will he . to go in 
for public utility conceniB if they are managed well. 

9987, Are you allowed to invest in railway shares ? — Yes ; some companies have 
invested in sonie of these feeder lines. 

9988. Do you favour part of this araoimt being utilised for banking The functioui^ 
of a bank and an insurance company arc entirely dilTereni and distinct. May I know 
exactly w'hat you mean ? 

9989., 8omc of this nKiiw*y may be invested in laTuls and bouse s Safet}^ being thr 
prime consideration, when you have got a large surplus, insurance companies w ill take 
to it. But it will take years in India. In western countries they have taken up this 
because they have got liuge suras of money and that too only recently. When w^e come 
to their level, I do not see w'hy we too should not do the same, 

9990., Mr, Kamut : InBurance companies do business in America in house property. 
If a policy holder w'anta to build a house, they help him V — Y^cs. 

9991., Can the insurance companies here make tliat innovation ?— I do not think 
any iiujurance <H)mj)auy has done that. It can be attempted. We ourselves thought 
of doing it, but we have given it up for the* pre.sent. That will be taken up as time 
goes on, 

99fl2, In America they have also got u method of investment called farm loans. 
Do you consider it to be a feasible proposition ? — It depends upon what is called the 
literacy oi the farmer,. In western couiitries farmers arc more advanced in cducatibiu 
We know our farmers in India. Ow ing to the unemployment problem tlic literate middle 
class will have to revert to the farm, Theu w hen you have a literate class iu the farms? 
the insurance companies wdlJ give them any support. 

tM)93, If policies oi Rs. 2d0 are popularised in rural parts, do you expect any difficulty 
with regard to medical examination and so on ? — ^These people even in tdie case of a claiia 
arising iu the first tw^o years do not pay the full amount. Probably they pay only 25- 
per cent, or something like that and only R^s. 250 is given if a claim actually arose afteK 
the 8rd year. This is with a view to save the medical examination fee because a company 
issuing polkdes of Rs, 250 cannot afford to have medical examination. 

9994. Will any difficulties be raised by insurance companies about the proof of death 
of a villi^^er in his village f — It is not a question of the insurance company raising any 
difficulty. It is ail a question of the heir, W'hoever he may be, producing the usual 
ccrtific^jfi. If a man dies in a village, there is always the villageman to give a certiiicatcr 
1 have known of Indian com^mnies wffio have paid the claims in 24 hours. 
india A ln4utanm Companies AusiKtidion^ . 
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01195. Mk Bafckhy : We have Wen told tluU the linperie^ni^tiik Uy ojirning .'i itumber 
of branches in the mofu^^ml and the Govcnimerxt by Ibe constant issue of casli certifioates 
are draining «. lot of money from npcouritn^ If this life insurance movement develops, 
I presume the premia will also come to tlu' big linancial centre. Do you think tliere is 
any likeliliocxl of this money going hack in the shape of deposits to co ojKsrativc baiiks ? — 
I do not think so. 

91>9r>. You thinlc that thiy money would come here as in the case of ea.sli 
certilientes and the Imperial Ikmk Ivicnehes 1 1 believe so, 

99'.i7. Thf: Chair^nan : There is nmv a }>ropr>sal to start l iod mortge.gc hanks Achich 
will issue <lc'l>en lures. Do you think tlaat your insurji.nee eom)u;ni('s \\ ill take up these 
debonlures if the intergst is guaranlced by thn-eriunritl 1 beiicve insurance lompanies 
will give verj' ctrcful ('onsidcration to sncli c. projjosjiT 

9998. Mr. V. /.. McJiUi : Are mortgages of [property, wluglu'r hiiubd pro^K^rly or 
houseliold property, more eoinmon amongst life insurance ( ompanic's than amongst 
general iusui’ance ( ompanii'H V — Vos. 

9999. Are tliose inorlgaees of property done in Homhay or other lu'mhjuarters in 
whicli tiu' C'ompaades (jperate 'r- — 

lOUOU. And not in u[>cnuutry ecutres V — \'ery rarely. 

lOOOl. TIave t hen* not beim .••.ny very glaring example's of bad ch'btr in insurance 
eompaui(‘s hi th(' line of investnunt V — I\ot to my kuowk'dgc'. 

(The witness withdrew.) 

Tht Connitl'lce. adjaurnai itU Friday^ tin’ ;lO/h Drcanhcr 
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The questionnaire issued by the Bombay Provincial l^anking Enquiry Committee cover® 
a vast field and relates to a variety of details. The inquiry was necessary to supplement 
the work of the Royal Commission on Indian Currency as Governor Strong would put it. 
The committee of this Chamber have not attempted to answer the questions seriatim. 
They have confined themselves mainly to a few issues which they consider to be of vital 
importance. They have referred to others only casually. 

Unlike the industrialised western countries the population of this country is very 
difiorontly divided between the rural and the urban areas. In England about 4/5th8 of 
the people live in urban areas, while in Australia about 3/5th8 of the people are classed 
as urban. In each of the other Dominions about J the population is so classed. In India> 
however, only 10 per cent, of the population lives in towns. The industrialisation of this 
country has no doubt begun and the static character of the society is undergoing change, 
but the movement ia slow. India is still a country wherein the population is for the 
most part Hving in villages; and with its rural population agriculture is the principal and 
in most cases the only occupation. Any attempt, therefore, to improve the economic 
condition of the agriculturist in this country would bo in the general interests of the 
masses. The problem of rural finance is an important one. It is not possible to give 
any accunite, or even an approximate estimate of the needs of rural agricultural finance. 
Tho average annual rural financial requirements of a district are put at about (Rs. 25 
millions, or) 2,50,00,000 of rupees by an experienced district officer, the calculation being 
made at the rate of 30 rupees per capital. An experienced shroff would like to put it at 
about Rs. 10 millions or a crorc of rupc^cs on a conservative estimate. It will depend on 
the size of tho district, the nature of tho soil in it and tho crops taken. Estimates of the 
rc(tuiremonts of rural agricultural finance arc only approximate in the absence of intensive 
inquiries. It will not therefore be unsafe to put it vary roughly at some figure midway 
between these two estimates, say Rs. 15 millions (1,50,00,000). This will not be quite off 
the mark as an average of the annual financial requirements for a district in this Presi- 
dency. It must bb noted, however, that generalisations from stray studies would be mis- 
leading and unless proper surveys are carried out by State, such estimates, howsoever 
ingenioua they may be, arc bound to be imperfect and often little better than guesswork. 
It is, however, possible to say that the requirements of rural finance ai c considerable and 
The MaharmMra Chamber oj Comtmrce, 
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iha problem of making finance more easily and economically available to tho 
agriculturist ia certainly one of great importance. 

Before tke comraitteo proceed to point out how this financing could be done more How awl- 
©xpeditiously and economically in the present oircurastances of the country, it is financed 
desirable to say, largely s|>caking, how this financing is being done to-day. It is done 
to-day (a) by somara and a/iroffs, (6) by landlords, (c) by richer fellow agriculturists, 

(d) by local merchants, (c) by Government, (/) by co-ojM'rative societies. All these work 
independently and there is practically little co-ordination bctvTen them. Out of all these 
agencies (a), (6), (c) and (/) arc important and as such they deserve some notice, the 
financing of tho remaining agencies being comparatively negligible* The state does it to 
a small extent when it helps tho agriculturists by means of taccavi loans under the Land 
Improvement Loans Act, and in case of failure of monsoon under tho Agriculturists’ Loans 
Act. The agriculturist, in either case, it must be noted, docs not get finance for his current 
heeds. Co-operative societies are also working in this field. They give loans to agricul- 
turists for their current needs, but even then it is a regrettable fact to state that tho 
finance is often insufficient and not prompt. The co-operative societies may bo meeting 
at present about 50 per cent, needs of the agriculturists who have joined them, and it will 
be seen that finance must be prompt and adequate if it is to be fruitful. Nearly 80 per 
cent, agriculturists are still outside the Co-operative Movement. It has not met to any Sucreaa of 
considerable extent the financial needs of the small trader or industrialist as yet. On tho tive^STove- 
whole, it can bo stated that the progress of the Co-operative Movepieni is very slow and 
that it has not come up to exj)eclationH, the main reason being that the masses are illi- 
terate and they do not understand tho value of the principle of co-ojicration. The per. 
centage of illiteracy is over 92 per cent, in this country. In some cases co-operative 
societies have come to grief because tho sf rings of management fell into the hands of 
people of questionable methods, in others because of the lack of business experience 
of those who had to run them. It has also to be observed that the organisers of 
the co-operative societies often lack initiative and enthusiasm. At times societies are 
started just to please Government officers, as they know that the movement is sponsored 
by Government. These things apart, the principal reason why It has little headway 
BO far is that the masses being illiterate, they have not yet taken to it. Tho Movement 
has not come from within, but it is rather forced on them from without. The co-opera- 
tive societies have not as yet been able to oust tho sowcar or ahroJJ, This agency still 
continues to bo tlierc ; and it docs not seem likely that co-operative societies will be able 
to take its place at least in the near future for reasons already stated. As for the land- 
lords, richer fellow agriculturists and local merchants, although these might occasionally 
take a hand in financing the agriculturist, their finaiuing is not a factor of importance. 

The State itself cannot become the financing agency and do this ork. Apart from 
the difficulty of providing sufficient funds, the state financing would be too clumsy and 
too slow to be of any use, attended as it vi ill necessarily be with a number of forma- 
lities. It may come for instance, if it comes at all, when it is too bite. The machinery 
of the State moves slowly and the red-tapism which surrounds its operation may often 
preclude the possibility of giving help at the right time. The majority of Indian 
agriculturists are very poor — “ a verj’^ large proportion of the inhabitants are beset with 
poverty of a kind which finds no parallel in western lands ” — “ India, 1923-24 To 
a very great extent “ the Indian peasant works neither for profit nor for any net return 
but for subsistence pure and simple ” ! For generations he is engaged in a grim struggle 
to obtain a bare livelihood, being all the while subject to uncertainties of monsoon. 

Unlike wage-earners who are paid cither weekly or monthly, the peasant has to wait 



for ft ix months or a year according to the interval between two sucoo8«ive crops» 
The crop yield s of IhiM eountn' arc about the lowest to bo found in any civilised country* 
The loss of cattle due to scarcity, disease and other causes is heavy. There is crowding 
f»f people on land due to lack of alternative means of securing a living and the difficulty 
of finding any outlet for eftcapo. 

The unproductive of the agriculturist of British India is estimated atOOO crores 
of rupt'cs according to Mr. Darling’s “ The Punjab IVasarit in Prosperity and Debt, ” It 
is often put as high as 800 crores. The agric nlturist needs financ ial lielp every day ; 
the (piestion is how best it could be rendered economically and expeditiously. The 
joint stock banks and the Imperial Bank have practically no hand in financing ifio 
iigrieulturiRt for his current needs. 

It baa been show'll above that tbe *Sta<e itself cannot do this. It may he piointed out 
tlvat the joint stock bankft cannot do thift either today or ( veii for a coin idcrable time to 
eonto. The Imperial Batik with its several bram licfi is Un re ; many of the branches^ it is 
eomplained, do not ]>ay their way. Tliero are some j<>int stock liunks in tlie country 
but still even the field of non-agricultura) finance, whert in banking faciliticft are needed, 
is not covered by them. It docs not Hcem possiljle that in tJie near future this vast 
eountry, a sul;-c:ontincnt initstdf, can have kfitifi firancjiis of iKinks as in ihirada, much 
less anything like the network of some 27,btK) banks in the I nit< d States (fi America, 
a country wlicre at least two-thirds of these are situated in sruall communiticfl of five 
thousand population* or less. There are country lauiks and these differ fn)m the city 
banks in their ftiisei and character of opiTaiions as well as in Ilnur cuHtonis. Firstly> 
these serve as a safe jilaee w lnTcin to keep money, and secondly, as a plai e W'licre under 
eortaiu coiufiliona money (an lie borrowed. With a small baiil; a bail loan is a serious 
risk and *yct a banlt which never takes any risk is a e ornmunity liability and has 
jifMctically no right to exist. A sttiall cliul’ae tcr loan to a man of big character is often 
n neeesfiity. 

We do w'ant something to servo the purp>osc of these American country hanks in this 
vast country, and tlie caminittee of tins Pham her w c*uid like to suggest that the only 
possil)le day in which this can be done to<.i«y com]iarative}y' econumically, 
exjK’.diiiuin h% and efiicieriMy is by linking up n S|'cctal)ie •shroJf.'< in v arious places cither 
ctngly or iu groups w ith the bunking orgioiication <,tf the coiiutry. TiiC ihrojf h&B 
been there for hundreds of years, through all tlu' )>olitical vicissitudes and upluavals 
W’liich thi.s country lias wituessial during the hist thousand years. Ho is not very pro* 
gr(‘'>sivc, pcrliaps he is a bit uarniw-minded, at times even graspiing and not often 
uneducated* All the same he ha.s been all along, and is evmi today to a very large extent, 
the pivot on which the e(30uonu(; life of the country hinges. He is an iiustitution -which 
has wcatlu'rcd many a storm. He is still the instrument of cireulation of goods and 
nn>ney% He can be made a better ami more cliici^iit and com|;arativc]y rnoix} modern 
instnuuent for circulation of goods and money if lie is linked up* w ith tlie central banking’^ 
orgauization of the eountry and helped financially. Ho is still a nccetjsity and he would 
not bo easily destixiyed by law. He ineots the bulk of the agrieulturists’ requirements 
of capitoj^ for current needs and in times of distress he helps him. The shroff 
generally tradei^ in diilcrent commodities and also does his money-leirding businesB 
side bv side. The early provincial bankers in England and the London goldsmiths 
jdayed to some extent a similar pjart, although they becamcj bankers piure and simple 
later on and ab(iiidon<?d trading. Tho shroff in India is rdill a merchant -banker. He 
Thr MuktmisMra Olmmier of Chmimcrc^* * 
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«ooepts depicts, and often buys and sells kmdis if he has sudloicnt ftuide to handle this 
tHUuness. As a result of hundi business he Is often brought into contact with the Imperial 
Bank and the joint stock banks. Generally they do not use che<iues. i^kroff» often 
enable Government to transfer funds from the districts to placi's where these may be 
needed if Imperial Bank facilities be not available for this puri)08e. Such transfers 
are necessary ©specially in busy season after crops are gathered, and when they are 
marketed. As matters stand today the Imperial Bank has not proved helpful to shroffs, 
its management being largely in non-Indian hands. The Iraj>erial Bank obtains largely 
Government funds free of interest and it often conijK*tes with shrvjff. 

Except for the fact that generally ho docs not use cheque ho docs practically the same Ik Indlgenout 
business as a joint stock bank. The indigenous bankers can be divided into three distinct ll. i, 
classes : (a) those that do nothing but banking pure and simple, {b) those that are 
bankers as well as commission iigentn and lastly (r) those that are primarily businessmen, 
but take a hand in banking if tlieir capital remains unengaged. By far the largest 
number is of the {h) class. Not only does he to a very considerable extent ilic financing 
of agriculture, but he also finances to a larfe extent internal tmde and often takes a hand 
in industrial finance. Indigenous bankers oft(ui aceominodtiU' one another, usually the 
period of accommodation being two months. There is no projudico against indigenous 
banker as such ; generally his services are valued and his methods also are clean. 


If a shroff is to receive eny hefijs as indicatx'd above, it naturally follows that ho should 
be subject to certain restrict ions. For instance (a) his hooks and accounts should Iw 1 
open to in'^poctirm and nudil by proper authorities and ( 6 ) it fdiould be obligatory on him ] 
not to speculate or deal in futures. The indication hero given its not even an outline, ^ 
much less is it a complete plan, of how exactly the shroff shoiild bo linked up. The 
comraitteo of this Chamber wotild like to obs(Tve that the st-homo is worth a trial in 
the tranaitionury period till general progre.ss may render other more useful agencies 
available for this purpose. 

There is, the committee of this Chamjjer tliinks, no necessity 'of further increasing 
the already existing facilities for enabling peoi»le to invest their funds in the postal cash 
certiticaU'S, {State loans or other securities. In fact the committee v ould, on the contrary, : 
like to suggest that the disconlinuance of the issue of the ])Ostal cash certificates can be 
considered os a praidii al ])roi)osition. As a rule small investors have availed themselves 
of these certificates due to the attractive rates of interest offered, and funds, which would 
otherwise have found tlieir way to the shroffs and would thus have become available 
for agricultural finance, have been diverted. To the extent to v hich this result has come 
about Government can be said to liavc competed with the indigenous bankers. It can- 
not be lost sight of in tins connection, that only a very small percentage of the population 
of this countiy% agriculturists as well as non-agricultunsts, have any surplus funds to 
invest, the income of most people being just suiiit iont to enable t horn to keep going. For J 
most of the agriculturists the question of investment dcKiS not arise even in a good year, ] 
the reason being that ho is almost invariably in debt. Most of this total unproductive ] 
debt of the Indian ijeasant must be duo to the indigenous bankers ! The commiitco 
me not in a position to supply an accurat<> estimate for it either for a villagf*, district or 
province. Agriculture is liecoming uneconomic day by day. It will be but ]>roper to 
point out in this connection that the land revenue policy followed by Government is 
also responsible, like fho other (aiders, for the agriculturist’s juTsent plight. And if 
he is to l>e put on his legs & way mu*-^ Ix^ hmnd out to enable him to g<‘t over these 
diffioultles. 

m> i ^3— To 
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A word about the Dekkhan Agtiodturists* Relief Act and ita cfleeta would not be 
inappropriate here. Thia Act wa« originally passed in 1879 to protect the agricultitrlat ; 
but far from having protected the agricultumi it has in a sense made his position very 
difficult by having estranged him from the indigenous banker. There has been, as it 
were a race between them to evade their respective rosponsibilities in their anxiety to 
pursue what each of them considers to be his rights. The Act is often abused for the 
benefit of persons for whom its provisions were never originally intended, and it has 
often proved a source of infinite and unnecessary worry to honest creditors. It cannot 
be gainsaid after this experience of its w'orking that a motley crowd of adventurous gentle- 
men only too often have successfully ousted the jurisdiction of courts by claiming to lie 
agriculturists ! It needs amendment and it is, to say the least, not desirable to allow 
it, in its present form, to stand on the statute book. The definition of “ agriculturist ” 
should be made more precise. It has further adversely affected the buBiniiSS of those 
who W’ork as commission agents in Bombay. A tnojmsil man often orders goods as 
n trader in the usual business way and when time for payment for the goods comes these 
clients suddenly become agriculturists I The suits for recovery of money cannot be 
filed in Bombay, but the creebtors have to go to the courts at great inconvcnienc c 

and expense. It is unfair and against all equity that the debtor should have all the 
benefit and the creditor meribant of Bombay all the burden. Tlie committee of this 
Chamber therefore submit that the Act should lie so amended as to allow a claim in res- 
pect of a trade debt duo to the Bombay men hant to be triable by Bombay Courts. 

The committee of this Chambw recognise that if a s^yait m of indejH'ndent wnrehousi s 
like the one obtaining in the United States of America torn(9 into Ixung it will be of 
great help to the internal trade, to the producer of raw' material and to the manufai turer. 
This will make possible adequate financuig by banks of mcrchandifae at every stage on 
its way from tho time it is produced to the time it rcaidies the ( onsumer, without the 
banks entering into actual jihysical possession and taking t barge of the godowms. The 
warehouse warrants can be handed over to the bank as collateral for loans, as is the ease 
with other securities now. But the committee also recognise that there arc difficulties 
in the way of any such general scheme of licensed warehouses being put into cllect in 
this country at once. Any way the committee w'ould like to suggest that to begin wdth 
on certain important railway stations, railways should cnxi fliuh big warehouses and 
the warrants issued by these wartdioiises for goods deposited in them should be given 
a negotiable character in case of certain approved merchants w ithin certain areas. Such 
a system, it is knowm, is working at present on the (’alcutta-Barjecding railway for tea- 
(jjiosts. The experience of these suggested railw'ay warehouse's will be valuable in 
considering some scheme for a general licensed w^arehousc system at a subsequent date. 
The committee of this chamber have miviscdly suggested that railways should begin 
first, because they have got the necessary organization and they can easily work them. 
Tho marketing of agricultural produce is done at present mainly through adaiyas ami 
local merchants. Tho jicasant has to dispose of his produce practically at any price 
he gets as he has not got the waiting patience. Forming of pools would be desirable 
but the committee are not sure if they would succeed m the present circumstances. Any 
way the committee think the possibilities in this direction are remote. For any such 
ideas to be fruiltul of results the masses must be literate and they must be able to appraise 
the value of these things. 

Cotton gins, rice mills, sugar refineries are industries on factory lines and these are 
growing and thi!y can be regarded as offering some solution for spare time work for 

Muhfirmhtrii Chamhtr of Commerce, 
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VillAgd pet eetit. of the labour in the Id large sugar refineries in Bihar and 

Orbsa Is a|^<^turai. There ate some possibilities for improving the condition of the 
tural population by planting rural industries, but it has to be recognized that they are 
limited^ There exist to*day few, if any, supplementary ocoupatiouB which enable an 
agriculturist to add to his scanty income at least in Maharashtra. It may be possible 
to introduce some such occupations especially in the interior, The work will have to 
be properly organised both so far as the prcnluciion as well as the marketing of the 
articles is concerned. The proverbial illiteracy of the agricult\iriBt may, however, prove 
aomewhat of a stumbling block in this work. But It will be possible to get over this 
diiiiculty with energetic propaganda. Embroidery work, toy-making, canc*work, rope- 
making, paper- box making can bt' introduwd with advanatage, but to what extent thiif 
all will reduce the pressure on lond and how' long these wdll survive is n matter for con- 
sideration. Handloom is an extensive occupation and it has still held the ground in 
face of competition from the organiml and large scale textile industry. The local situa- 
tion will have to be studied and local possibilities investigated in each area before 
Industries are selected. .Much organization and village work will have to be done, on 
lines similar to those of the work in the (iurgaon district of the Punjab, lieforo good 
results could bo expected. People’s habits and their notions will have to Ixj changed 
and a desbre for better life and work ereatt'd in them. As matters stand to-day many 
people especially In villages would like to 8])cnd their time like the lotus-eaters of 
Tennyson I 

Cheque-habit is gradually growing. The gn:)wth is slow, but looking to the general Clieque-haMt, 
economic condition of the country and looking to the extent of the spread of education, * 
the committee believe that the growth can be considered to be fair. The eommitteo 
would, however, like to point out in this connection that cIumJuo is a rich men’s money 
and the extent of its use in practice will be conditioned mainly by the economic position 
of the people and also by the availability of the banlting facilities in the country. The 
abolition of stamp duty on cheque has been helpful to its use on a greater scale than 
before. The same way the introduction of the use of vernaculars may also help the 
forming of banking habit to some extent. 

Indians have l>een used to both banking and investment from old times. The institu- m 5, 
tion of shroffs bears testimony to this. If these habits seem to have suHertd any set- 
back today, it is due to (0) the absence of gold standard and gold currency and (6) the ^ 

Indifferent, if not apathetic (although apathy can be proved in some cases) attitude of 
Oovermnent to the industrial growth of this country. The currency policy pursued 
by the Government of this country has been largely responsible for any hoarding that 
may be noticAble in the country. After all the so-called hoards are not so great as they 
are generally made out to be. People have no confidence that they (!an get back gold 
whenever they need if once it goes out of their hands ; and hence their tendency to keep 
gold. But after all an import of some 530 orores worth of gold during the last 30 yeari' 
period, from 1899 to 1929, cannot certainly Ijc regarded as sometldng abnonnal or 
excessive for a country like this with a population of over thirty crores. The average 
yearly gold and silver imports of this country are worth 38 crores of rupees ; that works 
at only a rupee and some annas per capita. People do not like to invest their money, 
and it has been already shown that few have any surplus funds to invest in industrial 
concerns because they see no stability or prosperity for them. Apart from the industrial 
failures caused by the dishonesty or incompetency of the entrepreneurs, causes which 
have brought about similar failures in other lands, newly started industries have failed 
on account of keen competition from the more advanced industries of the West and as 
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ft COflsecj 1101100 f>oopl0 hftVO lx?On linable to «ee any futute fot inclnsfrial 
Government have been totally indiffewnt to the intliietrial growth of thia emnitry 
till very recently. There haa been of late some change of attitude on their part, brotight 
about mainly Under the stress of the last groat European War. Even now the Govern^ 
ment are not going as far as they ought to. If people’s savings are to be made available 
for economic and industrial development of the country, Oovcinment ought to be oUt 
for a more active and vigorous policy of iiuliistrinl development of the country and set 
«p for that purpose the required protective tariff walls for some time to come. 

Government must boldly come forward and decide once for all that India should have 
% gold standard and gold currency. LTnl<.‘S 8 this is done and unless India is given 
acurreiiey which has the same value interiiaUy and cxU^rnally the habit of people to hoard 
gold cannot disappear. The currency of this country having got an artificial value, 
and industrial investment l)eing uncertain and risky for reasonH stated above, people 
prefer to keep gold, so that they may be able to use it in times of difficulty. Tliero is 
asontiment about gold and this country has it in t omiiuui with the rest of t he w orld. Illi* 
teracy of the jwople also accounts for the existence of tins hoarding habit, but only to 
a small extent. People will not, however, idly lock up gold when the nation has a gold 
currency. Tiiis country can have it even to-day as wc normally have a favourable 
balance of trade. There is one more thing to be mentioned. In this country joint stock 
banking is in its infancy and it is in an unregulated eonditiori. Faihires of banks during 
the last two docades have also sliaken people’s eonlidenec to some extent. There is 
little co-operation, if any, amongst the few banks that exist and there is no bunker’s 
bank in the ooiinlry to come to their help in time of difficulty. 


K(Wt.r1etIosa« 
on foreign 
BankHand 
InumaniCfi 
ComvtiuitfS. 


This question of Capital for industrial and economic development of the country 
naturally brings the committee of this Chamber to anotlier very [KTtinent and important 
mattofy numbly, the operations of foreign insurance companicK and foreign banks in this 
country. It is difficult to say precisely what amount these foreign insurance companies 
annually make in this country by moans of preunium collections. They have been doing 
this for tbo Iasi so many years. Indians have begun coining into this field only recently. 
These foreign coinjmuies were not even prepared to disc hiSe anything about this till 
a couple of years back and Government had to make a law for that purpose. Wc do not 
know' how they invest their funds and what arc their assets in the countries of their in- 
corporation. There is no doubt these companies collect vast sums and these are used 
for the economic benefit of their countries. There is no harm if these companies continue 
their activity here pro vided they keep their premium collections in this country, and they 
ftre used for the benefit of this countiyn No foreign insurance company shililtl be allowed 
to operate here wtilefiB it is fa) registered as a rupee company in India and unless it has 
( 6 ) not less than 7 I> pt^r cent, of its capital and |ih of its directors Indian. The com- 
would further suggest the imposition of the same restrictions mutaiis mtUandU 
In respect of foreign banks. These are mostly concerned with foreign trade especially 
such m paMes tlirough non-Indian hands. Wc have no knowledge here of their foreign 
investments and commitments. It is understood some of these have recently begun to 
entertain depo 8 it.s. Tliat their business has been free from any trouble all these years 
is true, but that gives uo security for the future. The committee of this Chainber ha ve 
therefore to suggest the imposition of restrictions on these foreign banks. The export 
trade of this oemntry normally averages to some 325 crores of rupees worth and almost 
thi» w hole of this has gone into non-India hands. Tiie same iw true of most ol the import 
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tt&de. lPli€ queatioti thet'eford of aecoriiig tMs banking btismcss for Indiana fa An 
im|>onrtant one. The ipi^hole of what these exchange banks are making in the bnainoM 
of financing the export and import tra4e is going to-day to foreigners. 

l?he oommitte© do not consider that the formation of invostment trusts is called for 
in the present economic condition of this country* 


Mr. M. L. DAlfANUKARjMr. 8. LT5LE and Mr. KRLKAK. R*>pieflentativos of tho 
Maharashtra Chamber of ComroorcCi Bombay* 

Oral Evidence. 

lOlHVJ. Tha Chairman : What is the area of oporailon of your Cliaml>oT ? — 
{Mr. Dahtmukar) : All the Marathi speaking distrioU of Ihnnhay rrcHidoncy including 
Belganin. 

10003. Arc your objects the same as the objects of the Indian Merehants^ Chamber ? — 
Yes. 

10004. Has your Chamber made any enquiries as regards tho finance required in each 
of these districts for trade or for eonunerco ? — Not elaborately. Wo have mude general 
enquiries. 

10005. Have you any infonnation available now as a result of your enquiries ?- — 
Our enquiries were general and we have given our answers in our statement, (iiyr. Lele^: 
At present tho general finance in the case of Uatnagiri and Colaba is supplied by Bombay 
commission ageut>s. F or Sutara also it is tho same tlang. 

100i)6. In Satara town we were told that a sum of about rupees twenty lakhs is 
required for ordinary trading purposes In that case at least to my knowledge 30 per 
cent, of the capital out of the total capital is being supplied by the Bombay oommiBsion 
agents on their personal credit. 

10007. Is it not easy to prepare an estimate ? — No ; wc have to go and ask each 
commission agent to what extent he finances. Tliosc agents will not give out 
tho business Heorets. {Mr. Dahanukar) : W’o have replied in our statement with regard 
to this question which runs as follws : ** It must be noted, however, that generalisations 
from stray studies would be misleading and unless proper surveys are carried out by the 
State, such estimates, howsoever ingenious they may be, are bound to be impijrfcct and 
often little better than guesswork.*’ 

10008. In your statement you make a distinction between a shroff and a sotocar - 
Not very much. 

10009. And in the village you make a distinction between a village soivcar and 
a professional money-lender ? — There arc two or throe ways of lending finance. Some 
financing is done by ^oti^car^ ; some is done by shroffs and some financing is done by 
potty money-lenders. 

loo 10, Y'ou Bay that some financing is done by sowcara and by shroffs. Do you distin- 
guish .between these two classes Y — Not Very much. I have said this in a very general 
way ; the object probably of the money-lenders is not the same as that of the shroffs 
and soivc<ir8, Shroffs are more or less bankers. Sowcars may have as object banking 
as well as trading, and the money-lenders are purely doing money-lending buBincss with- 
out any idea of bariking. 
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toon. Yon speak about the work of oo-operative societies and you say that tho 
progress o£ the Co-operative Movement is very slow T-^Yes ; we have given our TeasanS 
in our statement* 

10Q12. Would it be safe to hasten tlie pace at present ?— ^We think that hastening 
could not be forced, but it will develop automatically as people are more educated and 
have understood the principle of co-operation. 

10013. Has your Chamber any experience about the Working of urban co-operativo 
banks ? — Our Chamber haft not gone into this question. 

10014. Are you aware that urban co-operative banks are started to help trade and 
industries and finance them ?— “So far as We have seen it has not so done to a very large 
extent, 

10015. As regards financing by Government, does your Chamber think that Govern- 
ment should not do it at all or should only do it in certain cases like agricultural 
improvement 7 — The Government are giving at present taccavi loans and other loans 
under the Agriculturists’ Loans Act. If Governmont rccogniso shroffs as is suggested 
by us and if financing is done by shroffs satisfactorily and to the advantage of 
agriculturists, 1 should think that Government should concentrate their whole energy 
towards one direction and should not divide it into very many fractions* 

lOOlfi. Do you think that shroffs would bo able to provide long-term finance ?*— It 
would all depend upon the managomont. It would be watched as an oxperimont in the 
first place, 

10017. I am referring to the taccavi for land improvement 7 — I think the Government 
taccavi should be continued for some time until the shroffs can go on well. 

10018. You arc speaking about the linking up of respectable shroffs with the new 
banking organization of the country. Will you develop this answer and let us know hoW 
you want them to bo linked up 7 — ^Wo have dealt with the question of indigenous bankers 
in our statement* 

10019, You say : If a shroff is to receive any help, as indicated above, it naturally 
follows that should be subject to certain restrictions ”, What is the help he wants 
and how is ho going to be linked up with the general banking organization of the 
country 7 — I shall give you a general idea that shroffs should 1)6 recognised as guarantee 
brokers or agents of certain banks, 

10020. Do you support the proposal of the Indian Merchants’ Chaml>er ?*-- Yes. 

10021, Is your proposal exactly the same ?— Yes, 

10022. Speaking about shroffs you say : “ Me is not very progressive, jx^rhaps he is 
a bit narrow-minded, at times oven grasping and not often Uneducated ” ? — ^We have 
said this in general in order to show that he is not a fully modernized banker 
although he is carrying on the business of a banker. 

10023. Further you say that a shroff is usually a merchant -banker 7— Wo merely 
refer to shroffs as more or less doing banking* 

10024. You say : “ The shroff is still a merchant- banker 1 want to know whether 
you suggest the agency to be given only to shroffs who are doing purely banking bueitteas 
or also to shroffs who are trading as well 7* — 1 think they should not be restricted' from 
trading but we have mentioned certain checks W'hich run as follows : ** If a shroff is to 
receive any help «» indicated above, it naturally follows that ho should be subject to 
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oertain ifitoctioiia. For imtanoe (a) his books and accounts should be open to snapeic* 
tion and|Ludit by proper authoritioB {b) and it should be obligatory on him not to speou* 
late or in futures.” 

10025. How would you control him from speculating and dealing in futures ? — ^There 
would be rules and regulations under which financial help would be given to him by 
a State bank. The bank should devise such rules and regulations as would control all 
the affairs in that respect of a recognised shroff. 

10026. Do you say that he should not speculate with his own money 7— We have 
suggested this restriction because if he speculates and loses tho money naturally the 
principal bank will suffer. 

10027. You say you approve the system of licensed warehouses. W’^hcro will you 
have them ? — At railway stations to begin w^ith. We have suggested this transfer busi- 
ness mainly on railwaj' stations where the goods are generally rooeived and because there 
will be no extra freight or cartage charges and the whole thing will be done very economi- 
cally without increasing nr adding any further charges. Therefore we have not 
sugested warehouses in docks or in ports. 

10028, Should there be Government control over these warehouses ? — I do not think 
that there is any necessity for Government control because this is done by a semi-Govern- 
ment institution. 

10029. Are there many industrialists as your mcmlH^rs 7 — There are, 

10050. Have they brought to the notice of the Chamber any difficulties about finance 
that they have 7 — They have brought their personal grievances very often and wo have 
ventilated these in our conferences and wo have mode various recommendations to 
Government. 

10031. What do they want 7 — They want some sort of State aid protective duties, 
etc. Of course no bounty is urged by any of our industrialists on our list. But 
j)roteotivo duties and ct'rtain other facilities and concessions are certainly sought and 
financing their business against both tho block security and finished goods. 

10032. You mention some small industries like embroidery work, toy-making, cane- 
work, rope-making and paper- box making. Is toy-making done anywhere on a large 
scale in the districts you represent 7 — Toy-making and other small industries are done 
not on a large scale but they are only supplementary. 

10033. Where is toy- making industry to be found V—Wo have it in Sawantwadi- 
We cannot mention them as regular industries, but they are only supplementary 
industries. 

10034. Do you think that these industries could be introduced in other places as 
supplementary industries 7 — It cannot be said now. 

10035. Can you tell us how the establishment of gold currency is going to prevent 
people from hoarding ? — When a lot of gold coins will be prevalent in the market, 
certainly people w ill not like to have investment in ornaments which, of course, is thought 
as hoarding, but I do not call it hoarding. I only call it as a sort of saving, but then 
this also will not bo done a« it is being done to-day. If gold currency is ostabliahed 
people will have more confidence. 

10036. You think that in that case no gold woll be hoarded 7 — No. 

10037. Was gold hoarded some years ago when gold sovereigns were in use 7 — Might 
have been. 



600 


iOOSB, When exchange rate was He. 15 or more did people keep their sorphui in 
a bank more than what they are doing now f — ^This surplus money is a very broad 
question. 

10039* You cannot have hoarding unless you have surplus 7 — I do not think that 
people would preserve gold when they have surplus money. If there be gold currency 
and il it be of a permanent nature this hoarding habit will not be keen and will be very 
little, if it at all be there. 

10040. ilfr. Kamal : Has your Chamber direct importers and exporters amongst you ? 
-—Wo have a few* of them. 

10041. What i« the principal article imported direcdly in Maharashtra 1 — (i¥r. Leh) : 
Aluminium sheets, iron, corrugated sheets, quick-silver, and cement ; and the principal 
articles exported are oil -cakes and setnls. 

10042. Bo these exj>ortcrs deal with the exchange banks Yes. 

10043. Have they any complaint against them ? — They have complaints against them 
80 far as their insuranc50 policies are concerned because w henever wc go to a bank with 
our bill of lading and all other pa|>ers, they say “ you must get your policy insured 
by an English insurance company and not by an Indian insurance company”, 
{Mr, Dahanukar) : It is a very acute grievance. 

10044. About the shroffs you said that they are merchant-bankers. So far as you 
know, in Maharashtra is there any class of people who do money-lending and 
money-lending alone ? — I think there arc some shroffs who do money-lending business 
alone. 

10045. What must be tlic percentage roughly ? — It is not ascertainable. 

10040. la it negligible or very large ? — Not negligible, and not even verj' large. 

10047. Will it bo about 30 per cent.? — I cannot say tliis definitely. 

10048. Tn the villages is there any class of people who do money-lending alone ? — We 
have not gone so deep into this question. 

10049. I want to know whether there is a class like that wliich could ho isolated so 
that we could think of them ? — {Mr. Jjele) ; Generally the system in the village is that 
a sotocar dotjs money-lending as well as trading. 

10050. This moans ho is a composite entity ? — Yes. 

10051, I am asking wdicthor there is a class of bankers as such in villages? — 
(Mr Dahanuk/ir) : There is a chvas of bankers wdio carry on banking on a very substantial 
scale. (Mr, l^eU) : But side by side they do the merchant business also. 

10062. In their general business is their occupation buying and selling huiulis or money 
lending alone ? — {Mr, Dahunuhar) : Buying of course. 

10063. Take for instance Poona. Those w'ho go under the style of shroffs do general 
business of w^hich banking is a part which is the principal one. I>o they derive their 
annual profit mainly from their commission agency business or from banking ?- — Banking 
is their main bueiness and all other business is minor business. 

10064* Which is the major business and which is the minor business ? — {Afr. Lde) : 
It depends generalfy on the circumstances. The business is simultaneous. 

10065. If money-lending may Ik? the major business, and if he is tt> get financial help 
from the Im|K?riai Bank iis an agent, would you restrict him to do the business of uie»ney- 
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l^tkding oiily and give up otlier buainess ? — {Mr. Dahanukar) : Wc have eaid that lia 
should not epeculato. He can carry on his cwn business. 

10056. Because, perhaps in that case, that would stop his really major business 
We would not go to that extent. Wo wouki only say that he should not do a junmlative 
busincsB. 

100o7. Taking these shr<^M as you yourself have described them, would they be udlling 
to employ a man for general office management, a man who is trained in accountancy 
and general principles of banking, if they are appointed the agents of the Iin[>orial Bank ? 
— (Mr, Lele) : We would not accept that restriction either. {Mr. Da}karmk<tr) : We 
would not make a condition that he should employ such a qualifitKl man. He should 
be left at his own discretion, and ho will be rnoilerniscd gradually, and he w-ill have such 
a qualihod man, but there should be no restriction, 

10058. He w'ill take twenty years to bo modernised if te is left to himself. Would 
.you not compel him to engage such a trained man for efficient management ? — 
I can realise that for efficient management it would be desirable to have such a trained 
man ; but I would not go so far as to oomj>el him. 

10059. Mr, livuikley : In your statement, you sjjeak about restrictions on foreign 
hanks and insurance cjompanies. What restrictions would you suggest ? — (Mr. Lele) : 
We suggest that no foreign insurance) com])any shoiiVd l>e allowml to (>p<'rat«^ here unless 
it is registered as a rupee company in India, and unless it has not less than 75 per cent, 
of its capital and three-fourths of its directorate liwlian. They should l>e Indianiscd, 

10060. Do you think it ia a feasible proposition ? — Certainly by all means. 

10061. What is the idea behind your mind when you say in the last lines of your state- 
ment : The coramittoo do not coqsidcr that the formation of Investment Trusts 
is called for in the present economic condition of this cx>untry ” 1 — Wo think 
industrially the country is not yet sufficiently developed, 

10062, Do you think the idea i« premature ? — Yes, 

10063. Mr, V. L. Mehta : As regards the opening of branches of the Imi)erial Bank, 
we have received conflicting evklonce, and we should like to know what your experi- 
ence is. Are your memU^rs generally satisflod with tlio kind of accommodation they 
receive from the branches of the Imia^rial Bank upcountry ? — (Mr. J Jahanukar) ; Wc 
do not think that they are satisfied ; and probably the branches of the Imperial Bank 
are very costly aiKl are not w-orking satisfactorily, and wo do not think the 
traders and commercial people also are satisfied with the accommodation they got. 

10004, Is it the general feeling that they do not got the type of facilities tliat they 
require ? — Yes, Prol>ably the management docs not grasp or cannot grasp the needs 
of the local people, and that ia why this difficulty has remained all along. And l>esides 
all these, os we have already statod in the statement, in the present conditions 
banking will be carried on economically only with the help of local shroffs and not by 
spreading branches of the Imperial Bank or other joint stock banks. 

10065. Do you think the small industrial concerns in Maharashtra require an industrial 
bank to finance them ? Has there been any proposal for starting an industrial bank 7---* 
There was a proposal, and in the absence of material before us, we have not constderod 
this point, but such a development wouki be necessary at a later stage. 

10066. I want to know whether, in your opinion, the problem of financing 
these ooneerns can be met by the existing agencies, or do you think an organisation like 
an industrial bank is required 7 — It is necessary, 
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10067, But you are not prepared to put forward tkny scheme at present ? — Ko. 

1006$. With regard to your remarks on co-operative societies, I wonder if there fe 
a feeling in your mind that if biisinesB people or public leaders of responsible type 
associate themselves with the Co-operative Movement, it might do better ? — What we 
say is that co-operative societies will develop, but it will take some time till people would 
appreciate the principles of co-oj)erstion. 

1006*). It has been suggested that the experience and knowleugo of shroffs might be 
enlisted for the promotion of the Co-oj>etativ£‘ Movement. Is it possible, or do you think 
it is not feasible ?-— We think these two institutions should work separately. 

10070. Professor Kale : In your statement, you say that 20 per cent, of the popula- 
tion lives in towns. Where did you get this figure from ? The Census lloport gives 10 
per cent. 1 — (Mr* Kelkt^r) ; I^ot it from the Note of Dissent by ProfeBsor Burnett-Hurst 
to the Economic Enquiry Committee Report : “ Besides, statistics can be collected more 
easily where population is coiu-cnt rated (i.e.* in cities and t(^wns) than where it is 
scattered (i.s,, in rural areas). In England and Wales about onc-fourth of the people 
are urban residents, while in Australia three-fourths of the iitliabitants are ( lasted as 
* urban and in each of oilier Dominions about half of the population is so classed ; 
on the other liaud, only about one- fifth of the inhabitants of British India resides in 
towns. ” 

10071. I think it desirable you should verify your figures from the Census Report. 
You say that no facilities shoukl be given by Government for enabling the pet>plc to 
inveat in iSfnte loans or other securith's. Assuming that OovernineiU wantfl 
money for productive purposes, you do not probably want tlic Government to 
borrow ? — (Mr. Lde) : No. * 

10072. How is the { fovernincnt to earry out ibs borrowing |>rograiriiT.!c V — Wiiilc writ- 
ing this, probably wo had in view the investment by the niiddie class people and not 
by higher class jicciple. 8o probably we were suggesting tliut tlie Uiiddle class 
people idiould not go in for those, and that they should restrict themsclvcy to such kind 
of investment as we have sugg< f U'd. 

10073. What opening is tlicre for the middle class to invest ? — Wc have suggeshxi that 
they should deposit th(dr Tuoney with the recognised .v^no/fv, and they sbail receive the 
same income or even a little more tlian thev would get by investing in Government paper 
or cash certificates. 

10074. If the shroff's rate of interest on depovsita is four or live per cent., and the general 
market rate is six per cent., natui’ally you cannot expect tlie middle class peojdc to go to 
shroffs rather than to Goverament ? — That is sornotimefc' the case ; but from my cx- 
|>©rienco, I can say that the rates of shroffs are many times bt ttcr thaii the rates offered 
by the St^ite, 

10076. But the evidence wc had has been upp>osit<'. \\v have been told that the 
shrojfs rate is 4 J to 6 per cent, and the market rote has been very high in India, and that 
is why the people have been attracted to Government seonritieB rather than to shroffs 1 — • 
1 think this position niay be in a few places * but our oxi)ericnce is dillerent. 

10076. Do 5'ou ne t think that if the general market rate of interest had gone uij, the 
shroffs also should Have raised their rate on deposits ? It is a question cf competition to 
attract money, and if the shroffs have failed, they have failed in adjusting themselvda 
to the coiKlit ion of the market, and that is why tlicy Ifave lost some of their deposits ?— 
At timcB these baulse also ( ompete with the business of shroffs^ and therefore, sometimee 
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it is so, lllmroitBon why the ^iihroffs give low rates on depoeite Ib that when a mtm in vests 
in a bank^ he do|K«Jit8 the sum for a specified time, say tliroo moat ha or six naoutlis, hut 
when he deposits the sum wifeli a shroffs ho makes it a condition that the amount should 
bo returned whenever ho requires it, and that is why the akroffs allow a low rate. 

10077. In reply to the Chairman yow sUitod that if gold currency ia put into circula- 
tion by Governmont, there would not bo much hoarding, is it your i(h^a that some 
people in any case arc hoarding to-day. b(‘caiiso they are not sure of getting gold when- 
over they want it, and that if there is gold currency they will iiave that certainty, and 
that it wn>uld be possible to reduce or discourage hoarding ? — {Mr, JMhanvkar) : Quito 
80 ; but there should ho a permanent gold currency established and not for the time 
being or for a particular purpose. 

10078. Mr, De^ai : You have expressed your views how to link the indigenous bankers 
with the Imperial Hank. But many of the witnesses have complained to us regarding 
the very eonstituiion of the Imperial Bank. I put it to you that the constitution of the 
Imperial Bank is hybrid, boeau;u> it is neither a bankers^ bank nor a shareliohiers* bank, 
and in a short period its cluirter will be reconsidered. Now 1 place it before you whether 
its chartei’ shouhi be rcoew -vl a new State bank should In; constituted 7 - Personally 
I have very debnlfo oni!iii>ti about iho loiperial Bank. Tiie Imperial Bank, as it is 
constituted, is gfung against the 'W'liole eeomnnie poligy of Mio country. TJio Govc'ru- 
ment nioiv y i«; (kuiosited tlicTv^ witliont interest and a lot of money ia lyitig idle tliero, 
ami it is md utiUs.el for the i?idig<‘nous trade and industry of the country. I very 
fitrongly feel tjiat a ktale bank be orga-uised. Tee Imperial Bank will tlieu just remain 
O.S a w.hareliohkri’ bar)k, and the Stab* i>auk will look to (he eceuiomic development of 
tljc country, and b 'conjc l]\c ]>anken;’ bank aiul as sueli the idea of a State bank would 
bo quite welcome and praetieeJ.le. 

10071b In that (?ase, is it practicable and possible to hand over the ageiu'y of this 
lieservo Bank to the iruligeijoiis bamkciH as you have s\iggosted ? — Yes, 

TOOSO. J/r. Chikndi : You refer to the amerttlmcvnt of the Dekkhau Agriculturists* 
lielief A<'t, and one of tlic ainendnu'uts yon propose is that tlie Ai tHhuuld be so amended 
an to allow a claim in refl{K?ct of a trade debt due to the Bomlfay merchant tr> be? triable by 
Bombay courts. That is to say, you mean that the upeountry people .-should come to 
Bombay ? — (.Mr. Lek) : Yes. 

10081. Will not that lx* a hardship to the upeountry pct>p]e ? — In that caj^c the cause 
■of action takes place in Bombay, as we are sending gfK>dB from Bombay and goods are 
»old in Bombay. The Act i.s mo framed that the Judge.s have no course other than to 
dismiss the case, 

10082, Are you discussing a law point with regard to the cause of action, or hard- 
ship? — T am referring to hardships only, 

10083. You have mentioned that Bombay mprehantn have to go down to the 
mofussiL Will there not bo the same trouble for merchants or people in the upeountry 
to com© to Bombay ? — We do not think they will have as much hardship as we are get- 
ting. {Mr. Dakanukar) : The whole point to which we are referring in this respect 
is that the money advanced to agriculturists in their trading capacity and taken for 
trading purposes especially from the Bombay merchants and commission agents should 
not be treated as a loan under the Dekkhan Agriculturists* Relief Act, but it should be 
treated separately as an ordinary loan, and should be treated similarly as in the ordinary 
civil court. We do not suggest the Dekkhan Agriculturists’ lielief Act to be droprxid. 
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but wo wunt it to be so amended a« to make it quite definite and clear that no iiardslii$» 
should be created on the trading people who are allowing credit or lending money to tho 
agriculturists only with a view to their trading side, and further, I would add that the 
effect of the Dekkhan Agriculturists* Relief Act is that the agriculturists have lost their 
best credit with the best money-lenders, and they have gone into the hands of such 
people, who have done them more harm than good and thus the very object of the 
Act IS being defeated, 

10084, You say : The peasant has tn dispose of his produce practically at any price 
ho gets as he has not got the waiting patience.*’ In some of the local enquiries made 
by the todian Central Cotton Committee, it has been suggested that this is not the 
case. Have you any practical experience of this ? — (Mr, Lele) : We have no practical 
exporienoe. 

lOOSfi. Then what you have said is only a hearsay. Have you correct knowledge 
about it ? — (Mr» Dahanukar ) ; Not specific knowledge, but general knowledge. 

100*86. In the evidence that was laid Wore this Committee in »Sh<^apnr and 
other places, the weavers complained that they arc not getting 8uffi(;ient financial faoili- 
ttes for their industry. Would you make any practical suggestion as to how to give 
them financial facilities ? — We have not considered this point. The point will have to 
be referred to the comroittee. 

100H7. Are you in favour of exporters from Boraljay or any other j/art going df>wB( to 
the villages and making purchases directly from tiiem or are you in favour of employing 
village aouKars for doing tliis bustucss lor tliom % — We Imve not thought over this 
question also. 

(The witnesses withdrew.) 

Mr. RAMADEO PODAR of Anandilal Podar & Co., Banker. 

MEMORANl>UM. 

The views j^sented in this statement although relate mainly to questions 7 to 1 1 
under Section II, they still cover a wider range of questions which it is impossible to 
avoid in an attempt of this nature. 

The first point that I wish to state is that a large part of the country's wealth is both 
shy and unproductive. If only this wealth could be induced to How into- chaKnels oC 
production, it meai-iS a great advance. The introduction of a gold currervey together 
with a gold rt^serve located in the country would bo a great inducement for the un^ 
prtMluotive wealth to become produoUvo, as it will create eonfidence in ike minds ol the 
general public. 

Although the ahroffs aKnaca^ arq commonly known aa the only elifia 

of indigenous bankers, in my opinion there ace many others who, though not openly 
engaged in this business, still participate in it. In this country where the indebtednes* 
is large, both in the extent of money involved as well as the number of men who seek 
accommodation, people engaged acl^ely in money-lending ace many tames mote thim 
the number of makajons, ahroffa and aomara who are openly doing the banking busineiHi. 
I therefore cannot share the view that the maiqfam, ahroffa and aowca/ra are alone res* 
ponsible for existing evils cd the indigenous banking Here and there some 
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imcorksoionilbte tmnsaotions come out so prominently before the public, that the public 
which oon^ste more ol borrowers than lenders, easily exaggerate the harms under the 
mdsting syttetn* But if one considers all points of view the mahajan^, ehrofft and 
S0wcar8 are more useful to the community than is apparent. The evils of the system are 
more the result of a want of a co ordinating organisations than that of any deliberate 
mischief on the part of the indigenous bankers. 

The borrowers and the security which they usually pledge are of various kinds differing 
largely from one another. Distribution of wealth being uneven, the Hindu joint family 
system of life not being conducive to the incentive necessary on the part of every member 
of the family to be economically independent, there is tendent^y on the part of a groat 
many people to lead lives of ease and no work. This process of living without labouring 
and having to feed many social and religious customs which entail heavy uneconomic 
expenditure, there are hardly few not worth counting who can said to l>e free from 
borrowing. The social, climatic and economic conditions prevalent in this country 
force every man at some stage in his life to be a born)wer while some remain debtors 
all throughout their lives. I think the economic development and progress of an 
individual as well as a nation is dcj)endeiit upon the mental, moral and physical training 
that an individual receives when ho is young. Unfortunately, in this country there is 
a total lack of such training and development. This is not a place to blame anybody 
for this state of aS airs. But I do feel that such a helpless condition would never have 
existed in a self-governed country. It is duo to this lack of timely training that people 
later are forced to become borrowers for bare sustenance. If timely care is taken to 
give training as aforesaid, men will naturally refuse to l>o idlers and borrowers. While, 
therefore, proper education and training would alone cure many of the existing defect# 
of the indigenous b inking sysUun, some thing has to bo done presently to organise and 
improve the present state of this business and to render this class of people more servic^^- 
able to the oomraunity. I do not believe this could be done by transplanting systems 
existing in other countries. In my opinion the creation and working of an association 
on the lint# suggested below would go a long way to meet the needs of the 
situation. 

I suggest that arrangements should be made to start an {wssociation called tlie bankers* 
association. What I have in mind is that money-lending must be regulated and the 
indigenous banking business as such, I mean the bankers big and small who do money- 
lending business, must be conducted by means of an association. The membership of 
these associations should be optional, but if the membership confers certain privilege# 
and facilities to lenders and will watch the interests of borrowers as is intended by the 
scheme, a sufficient numl>or of bankers would bo forthcoming to enlist themselves as 
memberi in order that they may avail themselvcB of the facilities provided by the 
association. Such an association would also be attractive from the point of view of 
borrowers. The purpose of these associations, which shall be formed in the first instance 
in all urban areas, shall be to controt develop and systematise the practice of money- 
lending. The association will have its own elected executive. 

The association shall introduce certain prescribed forms simple and standardised, and 
in vernacular wherever necessary, for the purpose of evidencing contracts between 
borrowers and lenders. A copy or a counter-part of «uch agreement should always 
bo given to the borrowers at the time ol advance. 

The membership shall be of>on to individuals or firms doing this busine-ss and willing 
f o pay an adirii 6 .sioii and an annual fee. The association shall have a tribunal consistiiig 



m 


of thrtjo memberii, of whom oiia in Ui bo appointed by thd bankers’ association, the eocond 
to bo the nominet^ of the Govornmont, having sufficient experience of legal practice axid 
proeodure- The third meraboris to be appointed by the borrower concerned in each case, 
and if ho fails to do so, the two standing members of the tribunal shall appoint a repre- 
sentative for him after giving him due notice. Government nominee should preside 
over the tribunal. The poricxl of office of each of the standing members of the tribunal 
shall be 2 years, but in no case should a member of the tribunal lj>e eligible for appoint- 
mont, consecutively for two terios. This tribunal shall not arbitrate on matters, where 
the forms proscribed by the association are not used. As regards the members’ cases, 
the foes for each case arbitrated shall be very small, while in cases of dispuU; between 
non-mombera the tribunal can also give its award on payment of ct.Ttain higher fee, but 
in no case will such foes exceed half the amount of fees payable in respect of such claim 
in a court of law. 

Advances shall l>e made on personal or joint credit and on securities to bo particularised 
by the association, making at the same time imj^oisible, for artisans, workmen and 
jx^asants to pledge their tools of trade, houoe-hold utensils aj\d wearing apparel and life 
insurance policies, assigne-d for the benefit of family. 8uch ('rticks, as aforesaid, should 
not also be made available for atUichmcnt. Ivate of interest sliall not exce ed one pico 
per month for every rupee advanced in ca^te of traijsactions below Us. 1,000 and 12 x>cr 
oontum per annum in case of transactions excce<iing Ks. 1,000. Interest can be com- 
poundtxi only yearly, if tlie amount of interest is not paid w ithin tliirtcen months from 
the date of advance. Even if higher rate of interest is agreed to, tlio tribunal should 
allow only such maximum intercHt rate as is already sljited. The oxceiitive should 
take disciplinary action against members charging higher interest and evading the rules 
of the association. 

Kopaymont of the advance should bo made in terms of the agreement failing, wdiich 
the parties concerned shall refer the matter to the standing tribunal, whose award shall 
* be final. The courts of law should entertain suits regarding claim relating to trans- 
actions entered into under the riib'S of this asi-ociution only w hen they come a« 
appeals ohallenging the award of the tribunal. 

I have stated above what 1 consider to be the remedies for tlie defects in the existing 
system of indigenous banking. I now propose to deal in brief as to the way by which 
some of the more prominent indigenous bankers could be hcljicd to do their business 
more efficiently. There are bankers who arc doing business on a large scale and who but 
for the competition particularly of the Imperial Bank of India and the foreign exchange 
banks are not able to develop into full-fledged banking institutions. I think, therefore, 
if facilities are afforded to these individuals to get more resources on the one hand, and 
help them out of very keen competition on the other, it w ill be a groat step in the develop- 
ment of indigenous banking. These people should be induced to convert their concerns 
into limited liability concerns, and w'henever possible, they should be asked to be agents 
for the Imperial Bank of India and whenever there are such small banks. The Imperial 
Bank should advance moneys on the strength of bills and securities held by these banks. 
Foreign banks should also be prohibited from extending its operations in the upeotmiry. 
Those private banics who know the local conditions better than the managers of the 
branches of the Imperial Bank, who generally lack such know'ledge, will surely render 
better service to the people. The management of the local private banks being in the 
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tiWids of i Humber of respectable people of the locality, technically known afi the 
directors, interests of the Imperial Bank arc surely safe. In order that theae private 
banks may attract deposits, the Government should discontinue the present system o! 
issuing post office cash certificates, and Government shotSd also arrange to meet its 
capital requirements, by issuing loans and debentures of higher denominations, so that 
they can be absorbed by banka, insurance companies and private individuals and firms of 
means and standing. If the above-mentioned suggestions are accepted, I think that not 
only would the existing number of indigenous bankers who are already rendering a great 
service to the country would do greater service, but erores of rupees which are now lying 
idle for want of better employment would become available in banking business. 
Although Government intervention is suggesied in some spheres, it is done for want of 
a more practical solution. The idea is to make it a voluntary organisation, the respect- 
ability of the profession and privileges of me!nber.^hip of the association being sullicieut 
to make more people enter into the line and to make those who are already in this busi- 
ness to become members of the association. The scheme is not intended to benefit 
one class of people at the ex{.)crisc of the other. I am sure that not only the lenders 
and borrowers but every class and section of the j^eoplc, the agriculturists, indus- 
trialists, the raer 'hants, bankers and labourers and for that matter, every one would bo 
benefited considerably. Trolojiged and expensive litigrdion would be avoitled. ProccHS 
of recovery will bccttnie v( ry easy. Cases of extort ion wtniJd l>ec (»rne rorc. Rak^s of 
interest would l)CM‘()me mure rv^asonahic. Tin; profession of banking woiiUi become 
more dignified. ^ 

Oral Evidencs. 

10088. The ('halrie.an : Von liev'' a firm of bankers ? — MtTchante also. 

10080. What Inisiness i\o you do b ‘sides hanking ? — C(>lt.on business. 

10090. Cotton IS ymir main l>n.dnesi> 't— C’otton is ovir miiiu bur’inews, and we deal 
in mono}' also. 

UXiOl. Do you rt eeive <lrpos}ts also ? — We receive deposits. 

10092. IsEuc' liundts al-o 'i—dJ undiy. for our busine.s.4 purposes only. 

10093. So, your main t)U'.unrr.s is cotton 

10094. You luivf' made an inten et ing suggri-ticui about th( starting of a hunkers’ 
association. 1 should like you to develop that a liltie. Do you want a bankcr«’ 
association for a big town likc^ Bombay or tiic orvc for tin' province or ii central 
as.sociatiun for fhe*. u hole of Indi.'i Then', inuot ht: one central oriranisation to link up 
the provincial organi.sations to wiiich tha* bankers’ association in each and every town 
shall be affiliated. 

10096. You suggf'St that the association should control, dcvoloj» and Bystematifio 
banking businesfl. It soems there is already a bankers’ association ? — of this type. 

10096. How' would you control the business Y — By framing mica and byedawH. 

10097. You suggost that association should introduce preseribcal forma 'i — I mean here 
for the business of money-lendinpr, bo that there might be no confusion on the point of 
interpretation. We read in pjapers sometimes that some bankers claim more than what 
is dne and so on. 

10<I98. You suggest the introduction of prescribed forms and fixing the rate of interest 
also ? — The prescribed forms are for the receipt of doposita. Kcceipts should be given 
in prescribed forms for any dealings in money, 

10999. The 8ee<jad thing is to regulate the rate of interest Y — 



101 00, Except in these two wsys ^-prescribed forma eiai regtiiation rate of intotoot-*-^ 
do you want the association to control the business in any other way J — That we oen 
consider after the association is formed. 

10101. When you wantio start an association, you must state its main objects 
Indigenous banking will be encouraged thereby. If there are certain rules, people will 
feel that their money is safe in that way. 

10102. What about the control ? — By means of the association we can control. 

10103. What sort of control T — If there is any dispute it will be referred to that 
association. 

10104. Mr. Chikodi : You say that the executive should take disciplinary action 
against members ? — Yes, for charging higher interest, etc. 

10105. What kind of disciplinary action ?—- They may frame rules as to the penalty 
that should be imposed. 

10106. Mr. Desai : On the same linos as the East India Cotton Association does 
Yes. 

10107. TA« Chairman : The present association do control the rate of interest ? — 
They do not. 

10108. I am not quite clear as to what youwant this association to do except intro* 
duciin:?; prescribed forms, regulating the rate of interest and establishing a tribunal — 
When we form this association, if you approve of it, details will be settled later. There 
are now many oases going to court with regard to recovery, rate of interest and so on. 
Many cases purely of a banking type can be settled without going to court. 

10109. The main idea is that the association should bo started to settle disputes ? — 
Yes, by that way banking business will l)e more encouraged. 

101 10. Then, you suggest that even non-members should have the right to appeal to 
this tribunal ? — Not to appeal, but in the first instance they will settle their cases 
through this tribunal. 

10111. What will be the difference betw^een members and non-mombers ?— -Suppose 
there are non-members who had not joined but had used the prescribed forms the tribunal 
should give»its benefit to thorn. It will then become popular. 

10112. You state ; “ Advances shall be made on personal or joint credits and on 
securities to bo particularised by the association”. You then impose certain 
restrictions ? — I have mentioned them there. Perhaps some more may be added. 

10113. Do you think it possible to control the interest ? — Why not ? 

10114. They say that on account of the Dekkan Agriculturists’ Relief Act, really 
a higher rate than what it contained in the document is charged ? — It is possible. 

10115. What would happen then ? — If they charged more interest the case will go 
to the association, which will take the necessary disciplinary action against the member 
for breach of rules. Then the rate of interest wdll be reduced. 

10116. On the next page you say that appeals would lie against the award of Uie 
tribunal ? — Yes, if the parties are not satisfied they can go to the court. 

10117. So* the decision of the tribunal is not final T — No, that is subject to appeal. 

10118. How would this fact of disputes being referred to the tribnnal make 
indigenous bankers more efficient T — T^ey can recover money at the fixed time ond in this 
way money-lending business will automatically be encouraged. 

Mr. Mamadex) Podar. 



I0ll9. you go on to Huggcst tlmt tho)^c shouU] be induced to convert 

ttkeir concerns into Hmitcd liability concerns ? -There; are many pcoph^ trho do Tucrfrly 
banking business individvially, and they can combine. 

10120. Wo are told that in the distriota they do not lik<' the idea <d <*ombiiiatfOTi y - 
Some of them would like to combine also. It would Iw itioro economical if, instead of tla* 
Im]>erial Bank oj^ening a branch, these shroff, s are imljiiiced to convert their concerns into 
limited liability concerns. 

10121. Are there shroffn here who have sfarted limitf'd liability eonct>rns ?- — I have 
no idea. 

10122. Partnerships? — There arc |>Jirtnerships. 

10122. You then say; ‘‘Government should also arrar)jr<‘ to meet its c^xpital 
requirements, by issuing loans or rlebcnturos of higher denomimitiona You do not 

want the poorer classes to buy these soeiirities '! The j)f)orcr classes nmst gr) 

through bankers. 

10124. They ;\liould not be aUi)\ved to buy GovcrniucFvt ^5ecu^t.ieH direct ? — They 
should buy socuritioa through Imukers for small denominations. 

10120. Why should they not go direct and ajivo the charges of the rniddio 
man ? — Nominal charges for the middh'maTi. The bankers have got their constituency 
of small pco[»le and these men can get it through their bankers. 

10120. Wliat denomination you lhi?ik should 'oe the lowest y— -Five thousand. 

10127. As regards poor people ? — Tliey will deal ihrcFugb tlu ir bankerfi. 

10l28. You say that n])art from shroffs and inahajanB there ar<‘ otiicr people; who 
are lending srna’ll amounts of money ? — Yes, jfe'y are not. shroffs (U' tnuhajans or mwears. 

10129. They lend anjong their relraivos ? — Not only amongst relatives. There an; 
rilso other proiessional money lenders. There are l^aihans, for in.stanco. 

10130. Pathans arc the only protcsrional money-irnder ? -Mem w’ho have got some 
-saving also lend money. 

10131. is the business done by them on as larg(; a scale an shroffs 1 — Yes, if you go to 
a village, there wdii be four or five chops and there are quite a large number of other 
men who lend money. 

10l32. You say : “ The evils of the system arf' niure the rfisult of a want of 
a co-Ordina.ting organisation than that of any d:dii3eratc nusehhd. on the part of th(; 
indigenous bankers ”. Can you .niggest low the oriq^nisati in is in l)e conatitub;d ? --Yes, 
the Bonkers’ Association, 

jl0l33. Mr. Kamal : We have been told that during tin; last few years the business 
morality ha.s gone dow ri ? — .Business morality has not gone down. 

10134. We have also had it stated before us that during the last tw o years iherr^ has 
beem a more frequent resort to inBoIvoncy courts ? — It must be due to grttator lluctuations 
after the war. 

10135, In these insolvency casn^o do shroffs figure much f — Not particularly shroffs ; 
other professionals also. 

10136. Have some big shroffs failed ? — Yes ; sorae. 

10137. That show's that even shroffs who apj^ear big may alto fail ? — BecauBc they 
.advance money to some peopb- and dc» not recojrer d in time ;uid for that tiling tlRV 
have failed, 

310 Y S3 — 77 
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10138. TTiat possibility also has to bo taken into account in vonturitig this prt)po«al t — 
if they convert their concerns into limited liability concerns, their books and accounts 
will be accessible to anybody. They have to publish statements weekly or at certaiit 
periods. It is like a bank. Even many banks have gone into liquidation. 1 stick 
to my opinion. 

10139. Jff. BuckUy : Tlio prif^iosal before us has been that some individual akroffs^ 
or combination of shroffs should l>e appointed agents of the Imperial Bank of India^ 
Your suggestion is that some shroffs should combine and form into a limited liability 
company. In the former case they are responsible for any loss to the full extent of their 
means, but you now suggest only a limited liability In an unlimited concern w© do 
not know the exact financia! position. In a limited concern we can examine the books 
and have an idea of the financial position. TliiH I think fair. 

10140. The Chairman : From whose point of view' Y — From the public point of view. 

10141. Jlfr. V. L. Mehta : Have you got much business in upcountries 1 — I have* 
some cotton factories. 

10142. We have been told that in upeountiy^ centres the shroffs hesitate to give tw'O 
signatures whenever they want to borrow from tlic Imperial Bank and also hesitate to 
pledge their goods to the bank and it puts up its board. If there is no such prejudice 
in Bombay why do upoountry bankers hesitate Y — If the financial position is secure 
there is no harm in giving two signatures. If the financial position is weak then hi* 
hesitates. 

10143. Hero even among commercial people there is not much pn^judicc against the 
Bank putting up the board for the goods in their i^ossession in godow'iis Y — Generally 
they do not like the Bank to put up the board, but soiuo allow' the Bank to put the board 
inside the godown. 

10144. Then you say that one object of the association you suggest should be to 
regulate the rat© of interest . Amongst shroffs themselves, w licthcr he is a marvmri 
shroff or a Multan i shroff, the assficiation regulates the rate of interest. Docs it not Y — 
They fix from time to time, hut I say generally for their members only and not for tlie 
general public. 

10145. For the customers Y — Yea, but not for the public, 

10146. For the customers the existing association does not regulate the rate o^ 
Interest ? — No. 

10147. Then you go on to say : “ It is due to this lack of timely training that people 
later on are forced to become borrowers for bare sustenance. If timely care is taken to 
give training os aforesaid, men will naturally refuse to be idlers and borrowers.*’ How 
could this position be changed by education Y — If people are trained in the proper way 
they will be able to earn their livelihood, enrich their country’s wealth and develop 
kmddng business. 

10148. Professor JKale : Is there any difference between mahajans and shroffs ?<— 
Shroffs are those who are dealing in money pnly. Mahajans do businesB as well as deal 
in money. ^ 

(The witness withdrew.) 

The Committtc then arijournal iiU Monday, IUa 2drd December 1929^ 
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Replies to the Questionnaire. 

SKCTION HI. 

(a) So far aa tli<» poat otU<?e is eonoorned thcro arc two institutions in t ^istence, viz, 
the post ollioe savings Ixviik and the post tdiice 6-year cash ccrtilicatcs. The post office 
savings bank is one (»f the oldest institutions in this country for encouraging the habit 
of thrift and investment. 

(^) Y(‘S. Formerly tlu* annual limit for deposits in the |!ost office savings bank was 
Its. 2()0 wliilc! the total aiiiount that oould l>e deposited liy any one depositor in his account 
was Ks. 2,000. Those limits are now Us. 760 and Hs. 5,000 respect ivf3ly. Formerly cash 
eertilioate.‘! could be purchased in the name of a single holder only. Now they can bo 
held in the names of joint holders. 

(c) I do not think tliere ia much sissjie for improvement in this respect ; but, whenever 
iieeeBsary, branch offices in the interH>r are authorised to yxjrform savings bank work. 

(d) Y(*s. Since tbo reduction in the purchase jirice of cash certificates last .August 
the popularity of cash certificates i.s likely to increa.so. No further steps ajvpear to be 
possible at present to increase their popularity. 

(e) The post office savings bank affords all possible facilities to the class of public for 
which it is intendtHl. 

(/) The literate middle class are the pcoph* wlio mainly utilise the post office savings 
bank. ^ 

(}/) This is being done indircictly by ext<Uiding the operation of th(5 post office flavings 
l^anks to smaller places which are mainly agricultural. 

(A) Rules 40 to 60 of the post office savings bank (section VI of the Posts and Tele- 
graphs dnidc) deal with the purchase and sale of Government hocurities through the 
agency of the post office. No fee, eoinmission, or brokerage of any kind i» charged for 
the purchase, sale, safe custody or delivery out of custf>dy of Govoninient securities 
bought through the post office or for the realisation or remittance of interest on suck 
aecurities. So long as Government pecurities purt'hased through the post office remain in 
the custody of the Deputy Accountant General, Ihrsta and Tclegrayfii^^, under rule 46 (5) 
(6) and 48(1), the intercut tbcjeun h exem|>t from income-tax* 
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Oral Evidence. 

10149. The Chairman : Mr. Bevoor, you arc the Post-master General here Yes^ 

10160. Can you tell us what is your policy a.s regards the opening of new post 
oflices ? — The policy is to oimn post offices wherever they are considered necessary for 
tlic use of the public, consistcsntly with the question of the possible income and 
espenditure incurred. 

10161. If you find that a pad office is not going to pay during tlie next, say, two or 
three years, would you not open it ? — Wc have a certain method of calculation, according 
to which wo can Bay whether the anticipated income would l)e mort^ or less than the 
ox[>CTidilure, and if the difierence is siiiall, we takl* thc^ risk of a k>Bs and open it as an 
ex [KO*i mental post office. We watch for six numths, and thfiii if wc find an iir.pixna'ment 
otir estimate>B and even if there in a Ioj^h, we eontirme tlic experimental period for six 
months more, Wc go on like this up lo the maximum period of two years. 

10152. Ah regards savings banks, where do you ojxm them ? — The savings banks 
arc opcjied only in head and suh-post olfK ( S and in branch ofliees hut not in extra depart- 
mental branch offices. 

10153. What arc these extra dcpartmenUil branch ofliees The extra departmental 
postmacU^r it: not a wliohstinie servant of tint department ; Ute dftpartniental branch 
postmaster is a wholo-timo servant. 

10154. In opening thtise savings banliii, do you expect a miniinmn amount of deposits 
witliin a year or two 'i — There is no such condition. The whole thing is guvernod by a 
general enquiry as to whether the peojde want it or not, and if one or two people want 
it, we do it, Die chud njason being that the opening of a savings bank branch in a nniall 
office does not involve additional ex|Kmditure. 

10156. Have you any information with you now regarding the number of your sav- 
ingH banlts accounts in tliis Prosideucy, tlu* amount of deposits and withdrawals ? — Wc 
cannot say how many accounts arc ojanicd at any one time. Wo can get you informatiou 
by going through t he ledgers, which are maintained in tht^ Deputy Accountant GeneraPs 
office for this PreHidoncy, but the work involved w ould bo enormous. It would mean 
going through' about three hundred volumes, and some of these accounts have been closed 
or transferred ; but I can give yoxi figures of the total amount of depoaits each year 
and the total amount of withdraw'^aJs during each year and the balance at the end of the 
year. Tlie balance at the end of the year would show* plua or minus result for that year, 
but it would not show what the toUil amount of deposits at the begiuning of the year 
was. 

10166. Oau. that bt? found for each tiistrict Y— That eaa he found not for each district 
but, what we call, each head ofiiee, which has very nearly the some jurisdiction a» 
a rovonuo district, but tliere arc some variations. 

10167. I wonder whether you wdll be able to give us information about the number 
of accounts and the total amount of cash certificates in each district ?—I am afraid 
it* wrill bo a tremendous task. We have certain registers in which w^e enter the cash 
oertifioates which are issued. Iffiesc are about tw'o hundred volumes in each post office^ 
and as mwdi otvsh certifhmte is discharged w^e enter against that particular entry the foot 
that the certificate has been discharged. If we want to find out to-day how many cash 
^'ertiticates have remained untHsehargc'd, it would UH‘«n going thrt)ugb all the registens, 
(^oujitiug the number and amoiud. 

Mr. G., V , Ikwoor. 
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K)158. G*m you find out information as regards the amount received T — I can givt^ 
you the amount of cash ccrtilicatcs purchofiecU the amount of cash certificates discharged 
and the balaficc^ 

10159. As regards postal insurance, do you insure all lives ? — Only Government 
servants subject to a maximum of ten thousand rupees. 

10160. Can you give us information regarding the amount for which lives are insured 
every year during the last five or ten years ? — It can be done. Wo keop a rc'gister in 
which each man’s name is entered and the amount is entered. Unfortunately I have 
been informed that the fact that the man is dead and has b(^cn paid off is not always 
cat< 3 red, because the irumraneo work is done chiefly by the Accountant General ; wo aro 
merely his branch office or agency. 

lOlGl. Can you give us information about investments in Government securities ? — 
Information in available as to tlie amount of deposit in Government Becuritics each 
y<3ar. 

10 102. Coming to your statement, would it bt* jaxeuble fer your department to say 
geiKually what is tlu) api>roximatc percentage out. of the^o amounts w'hieh are placed in 
savings banks or in cash ecriiticatts coniributctl by agriculturists in the district, not 
any npecitic pereentage, but generally whether theta; faciiiticH tJiut you are offering ore 
taken advantage of by the people in the p:ofmMl outsule the urban ureas ? — My own 
personal experience is tiiat the chisw which takes advantage iff t?avings banks and cash 
certificates is not the rijoiy but it is the petty trader, the jK'tty contractor, ])rivato 
servantB, Government servant a and profeasional men. My personal opinion is that the 
actual agriculturist has very little money to invest. 

10168. That is true, but in one or two districts in Gujerat, we were told that there is 
now a tendency on the part of the agriculturist to a very limited extent to go in for these 
cash cortificatea and savings banks. 1 w'ant to know whether there is such a tendency 
now ? — I am afraid, 1 have not noticed it. 

10164. We have also been told that many of these agriculturists do not know that 
they can dci)Osit in savings banks or can buy taish certificatoH. Tliey are very 
ignorant, and the question is whether with a little propaganda they could bo induced U> 
jjut their savings, however anial) they may be, in savings banks or invest them in 
cash certificates. Is there any propaganda generally ? — We do no propaganda at 
all, except the printed notices in English put up in various places and occasionally 
in newsj)apers. 

101 06. That is for the town people and for the literate classes. Bo you think it would 
Ikj desirable to let the people know w4iat the facilities are ? — I cannot say why it should 
not be useful. 

10166. After all your savings banks are opened only in your departmental offices, 
whereas there will bo a large number of extra dei)artraental offices. Would it not bo 
possible for your department to use either these extra departmental offices or other 
agencies like the revenue officers to receive amounts as savings deposits and to transfer 
them to the^earest post office or savings bank, as w'e cannot ex|>cct the agriculturist to 
walk teYi miles to deposit a few rupees ? — The only difficulty is the question of checks 
and the procedure. W’e have to see that in the case of savings banks, which 
involves money, the man is reliable and be underslands the rules. We find that the 
ordinary extra departmental agent is not always a achotffmaster but a shopkeeper 
or a raerehant, Juid w* cannot trust him on this point. Another thing is that the 
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•^iejpositor hixnseli is not euffioiontly carolul of kiii o\rn interest. For example, 
is a rule that when a man deposits in a 8ab>o£Sce, he must receive an independent 
intimation of the deposit from the head office, and if he does not receive it within a " 
particular period, he should complain. Well, the ordinary depositor pays his money 
and^ never worries to complain, and wo sometimes find large amounts misappropriated 
even under the existing system. If we extend it to ordinary village schoolmasters 
and shopkeepers, the risk is still greater, and that is why we are not anxious to 
extend this work. , ’ 

10167. Supposing it were entrusted to the village officers, whose work is checked, 
as you know, by the higher revenue officers, and who could, if necessary, check these 
just as they check the payment of land revenue ; do you think the danger would still 
exist ? — I am afraid, I will have to study the question. 

10168. You Bay in your statement that there is not much scope for extending the 
cixisting facilities in the smaller int<irior places. A suggestion has been made to us that 
esj)ecially in towns and urban areas the hours of w'ork are very inconvenient for the class 
of people, who usually deposit in the savings banks, and tiiat savings banks should be 
kept oj)en for a couple of hours in the morning and a couple of hours in the evening, 
when the people arc free, so that the time will be more convenient for them, and larger 
amounts would Ikj deposited ? — This is done in some places, where people apply, 
and wo keep the office open from 7 to 9 in the morning and 12 to 15 in the aftcnioon. 
If there is a real demand, wo always do it, but one is not at all sure that there is this 
demand. The people involved are chiefly Govcminent officers, w'lio have to atttmd 
offices early^ but, as you are uwaro, the ordinary offices d(> not open at 10, whereas our 
post office savings banks opens at 10, ho the public hav(‘ always time to go to the post 
office savings bank. 

10169. Do you get any general complaint about delay in payment or difficulties 
raised about identification, or anytldng of that sort 7 — No; the ordinary complaint is 
the delay at the counter, because a man is asked to wait fifteen minutes or half an 
hour especially during rush times, but payments arc generally made at once at the 
counter, aiic^ there is no difficulty of identification as long as the signature agrees. It 
is only when the signature differs, that identification is necessary. 

10170, In the case of a man who cannot sign, do y(»u tiike only thumb impression 7 — 
We take thumb Impression, but in that case we have to get identification made, 

10171. Has your department made any special arrangement for opening savings 
banks in labour centres in Bombay and Ahnuxiabad to enable the labourers to invest 
their money ? — The facility is there, because the post offices arc in that area. 

10172. Would it be possible to have a sort of an itinerant savings bank, an officer 
from your department going at certain hours once a week from one place to another ? 
— If the business is promised, I suppose we can arrange it. But I do not think there 
is any buainoss available. 

10173. Not immediately, but supposing people say that deposits w^ould be coming 
in, if facilities of that sort are afforded, would there be any difficulty 7 — We should be 
quite prepared to accept the suggestion of a clerk attending on a pay day to take in 
deposits of people wlio have accounts. 

10174. Or to open new aecounU Vcs. 

Mr, (7. r* Bewoor, 
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10175. Aa riigards postal cas’j oertificatea, one complaint, tvliick tre kavo roccjvodS 
from the districts especially from the indigenous bankers and the joint stock banks# 
fa that the postal cash certificates compete with them. I>o you think the statement is 
correct ? — I am afraid, I cannot say. 

10176. A suggestion has been made that the rate of interest is comparatively high* 
and that If it were reduced, there would not bo Buj0Scient cause for complaint t-^You 
are aware that both the savings bank and cash certificate works are undertaken by 
m purely as an agency. It is not poet office work, pure and simple. The question as 
to what the price of the certificate and the interest should be is not a question for the 
post office, but it is entirely in the hands of the Finance Pepartment. 

10177. There was a decrease in the rate of interest, and there was again an inerrf <> 
in the rate of interest. How did it atlect the amount coming in T— Yes, it affected the 
amounts very much. The prices have varied from the Ist of April 1917 up to the preaenf 
time. They were : 

Hs. a. p. 

Ist April 1017 to let April 1923 .. - . . 7 12 0 

Ist April 1923 to Ist April 1920 ..780 

1st April 1920 to Ist July 1927 . , ..7120 

1st July 1927 to let August 1929 .. ..8 0 0 

It is now again Rs, 7-12*0 for Rs. 10, 

I believe you have bc*en supplied with the sale figures for the various years. If yovi 
compare the sales at the time w'hen the prices wont up or down, you will notice the 
changes in the amounts deposited. 1 have the figures for the Bombay circle. 
In 1922-23 the sales were Rs. 16,82,920. In 1923*24 they were 168 lakhs. Thus 
from about 17 lakhs in 1022-23 they went up to 158 lakhs aa the price was reduced from 
Rb. 7-12 to Ra. 7-8. In 1924-26 they wore 166 lakhs and in 1925-26 they went up 
to 293 lakhs. But in 1926-27 w hen the price was put up, the sale fell down to 224 lakhs. 
Next year they fell to 171 lakhs. I have no figures for 1929, but undoubtedly, 
they would be loss. 

10178. It has been Buggested to us that these cash certificates would bo more popular, 
if the intt^rost were made jjayablo from the first quarUr ?— I dare say it would br; ; 
but the whole object of the ctiBli certificate is to save monej^, and if a maji can put mpney 
and take it after three months, it would be a current account. The idea is that it should 
be a sort of saving for at least twelve months. 

10179. Do you think it would be possible to introduce) the cheque system for with- 
drawals from savings banks. Now a depositor has to sign a withdrawal form. Would 
H be possible to have cheques instead of withdrawal forms — cheques which could become 
oorrent I could not toll you whether it has ever been suggested before, but personally 
I have no objection, if the cheque is made current. Ultimately the cheque will havi 
to bo presented at the post office, and it will be paid if the signature agrees with th€ 
signature du the book. 

10180. Bo' you agree that the system of transferring money from one savings bank 
to another in Germany should be adopted here ? If a man has two accounts, one in Bom- 
hay and one in Poona, lie can in Germany transfer any amount from one a<^count to 
another account by paying a small commisBion. Suppose he has his accounts in Bombay 
and in Poona having ten thousand in one and five thousand in another, and he wants 
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to 36nd five thousand from Bombay to Poona, he isftuos a choquc and pays a small amount 
in Bombay just as it is done in the case of the Imperial Bank ? — Under our rules, a man 
cannot have more than one account in the savings bank. 

30181. Apart from that, would it affect your money order business ? — I do not think 
there would be any objection. 

10182, If he had not this facility, and if he wanted to send the amount to the post 
ofRoo, the only other alternative would l>c money order ? — Money order or an insured 
letter. 

10183, Is there any particular season when 3 ^our savings banks have large depoRits 
and particular season when there arc exceptional withdrawals ? — The only seasons 
are in the beginning of the month and end of the month. Deposits during the first 
ton days and withdrawals during the last week are fairly heavy ; but no seasonal 
variation has come to my notice. 

10184. I expect you are familiar with the savings associations in England, in which 
members can save small amounts, say ftnir annas or a rupee, and are given otan^l>R, and 
when the total oomos to a proscribc<l amount, they arc given postal caf;h certificates ? — 
I have Iieard about the system of what are called savings cards, A man can juirchasc 
stamps and stick t hem on the card, and when stamps up to the value of aix pence t?,rc 
stvick on the card, the card is presented at the post office, and the i)OBt office cancels the 
•tamps and credits the amount in the savings bank, 

10185. Can a similar system Ik^ inf rwlijced hen^ ? — It can Ik; easily done. 

10180. ProfeAiiOT Kale : Do yon tliink that the annual limit for deposits in tlic post 
office savings bank, which is to-day Ks. 750, is siifiieicritly high, or can H he raised ? — 
Rs. 750 is the net an\ount. I must hero make it ck ar tluit whatever statement 1 make 
is my personal opinion and not that of the Department . My own opinion is that 
tho whole object of this limit is to prevent the savings bank Ijring a comi)Ctitor 
with the business banks, and therefore, thcot’; limits Iiavc tn’cn fixed. W'c receive very 
small deposits, the object bcurig to cncourago vf^ry small savings. The maximum has 
been fixed, so that businessmen may not j)ut money in our savings banks and draw' 
interest on it. 

10187. Is there not a clieck tliat yonr interest is low? — It is thre<^ per Ciiit. on 
a current account ; most banks give nothing <!M tho ourrerit account. 

10188. But therf) is ii limit for the time of withdrawal ? — It is once a week. 

10189. So that makes a diffenuiee ?- — No; in actual practice tliese limits arc very 
rarely enforced. They are only to avoid the w'orry to the Dc[iartment for v'ithdrawdng 
every day four annas or eight annas : but in .actual practiec if one wants monc 3 % wc 
never hold him up luilcss cash is not available in email offices. 

10100. In view of the fact that the post office savings bank is not being f^iken 
advantage of to a large extent by the rural population and that it caters more for urban 
population, do you not think it would be proper to raise the limit 7 — I have no 
objection, but from tlto postal point of v iew it will increase our worry. We are purely 
agents performing, the work for payment received from the (lovernineivt. 

10101. You will only ask for a larger staff ? — Yes, l>ccause our rfjspmxsibilitioa would 
increase. 


Mr. O, V. Beteoor. 



1 bfelieve, you accept cheques whenever a man wants to deposit money in 
Mvings baitk l do you ? — No ; we accept cheques for the purchaHc of c^asli certilicatefik 

10193. I>o you think it is possible to give these facilities to the public? — Itia 
possible ; it coukl be done for savings bank also. 

10194. That would add to the facilities, which exist to.<lay T—^Quitc. 

10195. Mr, Chikodi : There is a complaint that the amount invested in postal cash 
eertiticates and in savings banks is l)eing taken away to the headquarters and is never 
roturnetl to the district. The proptiaals are that the same amount should be made 
available to the public. Will it be f>oBsible to do so ? — I do not ktiow what happens 
to the deposits at all. I do not know where the money goes. We simply receive tlie 
money and send it to the treasury, and it becomes a part of the OoveriinitMit money. 

101 96. The proposal is that this amount should be made available back in the district 
itself, for example, as loans to approved indigenous bankers. Arc thei'e any objectioipi 
from your j)oint of view to advance such loans ? — I have no objection. 

10197. In reply to question (g) you reply : “ This is bcting done indirectly by 
extending the operation of the post office sav'ings banks to smaller places which are 
mainly agricultural.” Since wlien the experiment has bt^en carriwl on in agricultural 
tracts ? — It is always l>eing done ; as wo <j|)en more new |) 08 t ofijt^cs, naturally savings 
bank facilities also extend. 

10198. Have the agriculturists b<>en able to take advantage of the faeilities ? — That 
we do not know. We offer fa(‘ilitics ; wliethor tiiey take advantage or not, we cannot 
say. 

10199, Will you l)e able to give some figures at least of these poet officee, which are 
situated in purely agricultural tracts ? — I find that in our ledgers, we meredy enter the 
name, the father s name, surnaiue and residence of the man. Wc do not ask a man’s 
profession, when he opens an account. Therefore, if this information is to be collected, 
in rural post oflices, s[)ecia,l enquiry asking the profession of the dojKisitors would be 
necessary, otherwise the information cannot l>e obtained. 

10200. My question nders to this, I do not want information as regards every 
person, who deposits in the savings hank or purchases cash certificates. But suppeme in 
a village a 8ub-'<iffi(!e or a branch office is opened, the amount of transactions done in 
both these accounts should l>e cahnilatod, ami from that you will be able to say 
wh«ther a large business is done or not We can say how much business is done, but we 
oaimot say how much by agriculturists and how much by others, l)ecausc even in 
e village there are small traders, small shopkeepers, small contractors, aid they take 
advantage of the savings bank, but they are mit agricultural people as such. 

10201. Mr. Kamai : About the opening of new post offices, has your Departmont 
any definite programme that so many post offices shoukl opentd ?-'About f<mr years 
ago w© prepared such a programme for five years. We enquired from every district officer 
what his necessities W’ere, He sent up a bat. We mad© our ow’n independent inve*ti» 
gation aid we drew uy a programme, and we went on opening pt/st officos, watching the 
development of them for one or two years, and then confirmed some ard closed the othenk 
For this circle, that is, the Bombay Presidency, we have so far not only carried our three 
years’ programme, but exceeded it by opening more post offices. 

10202. You told the Chairman that if an expf*rimental post office does not pay its 
way, say for two years, you close it down. There might be some post offices whicb might 
MO Y 83—78 



be very very paying and some working at a loss ; do you not think it is necessary to map 
out a programme on the basis of taking the good w'ith the bad instead oi strictly on 
oommereial basis ? — If we do that, what about the funds ? After all, you know that the 
whole Department is run on commercial basis, and total account may show either profit 
or loss. If there is a big profit, naturally there is a greater sc ope for opening post offices 
in rural areas. But you must remember that the opening of every netr post office does 
not bring in new income. It is only the income transferred from some offices to the 
new office plus a small amount of new income. TliCrefore, wc have to keep the 
question of profit and loss in view, and wo have done so far as even to accept a small 
amount of loss. 

10203. About these postal cash certificates, what is the net yield per cent. ? — On a 
cash certificate which is purchased at the rate of Ks. 7-H, if it is kept till maturity, the 
rate of interest will l>e Its. 6-10 at simple interest and Its. 6 at compound interest. If it 
is purchased at Rs. 7-12, the simple interest is Ks. 5-12 and the compound interest is 
Rs. 5-4. If it is purchased at Ks. 8, the simple interest is Rs. 5 and the compound 
interest Rs. 4-8. That is only when it is kept till maturity. If you want to cash it 
at various stages, such as after the first year or the second year or the fc»urth year, the 
interest varies from Ks. 3-12 for the first year to Rs. 6 after five years. 

10204. We have been told that the nhroffs and indigenous bankers sufier. because the 
yield is 5* 8 |Kfr cent, whereas the latest report of the CuiTency Dejmrtment tells us that 
the yield is 4^ jKjr cent. Is it in no case 5*8 cent. ? — It comes to even 6 ix>r cent, 
when the rate is Ks. 7-8. 

10205. What is the |»resent rate ? — The price was up to 3 Ik 1 July 1029 Ks. 8 for 
a cash eertificato of Ks. JO, therefore the interest w orks out to 41 per cent. ; but from 
the 1st August 1929 the price has again l)een rcdiu^cd to Ks. 7-12, therefore the rate of 
interest will again w’ork out to Ks. 5-4 compound interest. 

10206. Mr. Buclihj : Have you any knowledge as to what extent the millhands 
patronise the post (Jlic'c ? — They jiatronise us enormously in connection witli money 
orders. 

10207. 1 am tliinking of the post office savings bank ? — I have had no occasion to 

make enquiries. 

10208. Would it be jiosniblc to give the iiifr»rination, Avlictln r a gotxl number of them 
patronise savings banks ? — Yes, I can find it out from the post offices in mill areas. 

10209. What would Ix^ your i>ersoiial view’ of the actual mills opening accounts cn 
your behalf and receiving deposits on your behalf ? They would be in a measure 
sub-agents of your post office ? — I do not see how it can Ixi done. We are quite 
willing to open a post office in the mill. 

10210. Are you prepared to send a man there ? — Yes, I mean w o would open a post 
office if the business justified this. 

10211. Mr. V. L. MtJila : About the |>optai casli certificates, is it X'our experience 
that many of these certificates are cashed before maturity, or a majority of them are 
held up till maturity ? — Considering that our deposits in 1924-25 were 286 lakhs and the 
cashings w'ere Rs. 37 lakhs, and next year deposits were 224 lakhs and cashings were 
39 lakhs, a large majority are held u]> till maturity. 

10212. Are thej'c any postal cash certificates whicli arc not claimed after maturity 1— 
There may be ; .F® do not know. W'e.do not worry about it at all. 

Jf r, (h F. Ben^of, 
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10213- have the limit of R«. 5,000 for an individual balance in the postal savings 
bank, but you put a smaller limit for minors’ accounts, \\^at exactly is this due to T— - 
I could not tell you. What I consider is that the idea is that if a man has ten sons, he 
may deposit five thousand rupees for ten sons, and thus he may have a huge amount. 

10214. Would you favour the idea of small amounts in the savings bank bt)iug exexnpt 
lor attachment just as the share of interest ol an individual in co-ofKJTative societies is 
exempt ? — From the postal point of view, 1 am afraid, 1 cannot give any opinion. 

10215. About the system of remittance by money orders, the money order commission 
is on a graduated scale, and it is greater for the smaller remittance. Generally rem ittanccs 
are available at four annas per cent, and if tliere is no other form of lomittaiH O available 
the people will have to resort to money order, but the cliarges might work out to 2J per 
cent, because if you liave to remit five rupees, the commission is t|i'o annas ? — The chief 
reason for this is that a remittance of a hundred-rupee money order involves almost tlie 
same amount of work as the remittaiKc of a fi\e- rupee money order. The whole work 
of filing the form, pre};aring a receipt sending it axid enU ring in tJie book is exactly the 
same whether it is five nipces or a hundrtd rupees. 

10216. Would it not be possible to reduce ehargea for pusons making Hiuall nmiit- 
taiices ? — We liave fi.\e<l one per cent, as oiir gtmerai charge, W'e make it higher for 
smaller amount, because we find that more than fifty j)er cent, is for less than fifty 
rupees. W^heii you talk of four anuns per (^ent. on the ordinary remittance, you forgot 
that we take the cash to the home of the man, wh< re he is in the village rniks away, 
whereas your four annas is from one indnstria! centre to another and the man has to 
go to the baTik to re<;eive the money. • 

10217. You said that there is no general complaint about the dealings of the postal 
savingfl banks except that there is an occasional grumbling about the delay at the time 
of payment at the counter. Are there any compdaints or difiicultieiJ felt by people about 
transfer or repayment of accounts at death, when the depositor dies ? Are the formali- 
ties too rigid ? — They are much less rigid than in a bank, but they arc somewhat 
elaborate. Under the rules the Postmaster can himself pay Ks. 100 and less, but in 
case of higher amounts the Postmaster-GeiuTal’s sanction is necessary. We have to 
consider not only the fact of the death, but wc have to enquire to what community 
he belongs and whether there are other claimants. 

10218. Have yon any system of nomination of heirs as in co-operative society ? — No. 

10219. You said that the post office might have no objection to the funds raised by 
the postal savings banks and through postal cash certificates being lent out. Woidd 
you like to be entrusted with the responsibility of selecting people to be* financed ? — 
Certainly not. 

10220. W ould you like to be cntruBted with the money of a Government pawnshop 
as they have in other countries, where people can pledge articles and take a little bit of 
money against those articles ?-— Who will take up the work ¥ 

10221. The Postmaster? — I do not think this is feasible. My own view as Post* 
master-General is that the post office is t>eing made to do a Jot of work, which is not 
legitimate post office work. We did it in the Ix^ginning, but with the spread of civilisa- 
tion and education our legitimate postal work is increasing, and if wo arc loaded with all 
those works of a bank, our main work is likely to suffer. Our chief duty is to deliver lettera 
in time, and all other work is done by us as a sort of agent of the central Government, 

(The wituc^is withdrew.) 
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CDRRIMBHOT EBRAUIM WORKMEN’S IHSTITOm 
Note on Millhands’ Finance. 

It may be^ at tli© outi^et, pointed out that njillworkeris with their familieR tnako op 
practically one half of the population of the city of Bombay. The economic progrcaa 
of the city as a whole, therefore, is closely end in^scparablj’' connected with the economic 
improvement of this class ; and it is a wonder how a question of such supreme impor- 
ianco has never seriously arrested so far, the attention of those responBible for and 
keenly interested in the economic growth on proper lines of this premier city. 

A millworkcr is more or less an unsteady element and commands little credit in Bom- 
luiy. After coming here it takes some time fur him to secure a job and the first payment 
he receives even when he gets a job after one and a half months. Tlius the whole of hia 
hint month’s wages have to he devoted to repaying the loans contracted by him during 
the initial period to keep himself going. Thus bin life in Ifombay begins with borrowing 
and this necessity of borrowing generally remains a constant factor throughout all his 
Bombay life. Circ urns ta needles statcid abov^e, ho naturally falls into the clutches of 
usurious moiJjf^y-lc rulers such as lire Pathans and the marwarig. 

A brief idea of the«e traruiuciionB* 

(1) Patwans. — T he Pa-thariH lend money to millhanclH at a rate of iiiten st ranging from 
150 to 300. (-aloulatioii of compound interest is alK(i common. Ordirmrily Pathans do 
not go in for any pledge as security for the money lent by t hem. The purpose is served, 
however, by the threat of his lathi which is invariably and suflic iently r llective for speedy- 
injj payments of instalments. In my usual course of effecting seitlc n.t nts of loan^ taken 
from l^athans and other lenders by the member workers of cc)-o|>crative credit socicticB 
fn ray charge I carae across a queer exjwrience, and 1 set it down as aii illust ration of how 
the Pathan works. 

A worker, borrow’cd Rs. b(h It is a custom to sign a printed bond for a sum increased 
by 25, In this case it ought to liave bern«R«. 75. But the borrowing millhand was 
told that it was Ks. 80 but the actual figure put in the bond w as Its. 104. The 
amount of one montli’s interest w as dedmded at the tinu^ of paying the loan. After 
paying instalments of interest on principal the balance in a few months stood at Its. 139. 
The millhand was harassed very much and ultimately came to my oflit e through the 
managing committee of his ftociety. The whole claim was settled for Hs. 70 because the 
Pathan realized that his debtor had a support of the Welfare Institute. 

(2) The Makwaius. — The marumris' rat© of interest varies from 75 per cent, to 
160 per cent. He generally wants some pledge or the sec urity of a {lerson like a jobber. 
Ho is a mure competent ac^countant, and he keeps the same account in more than one 
book. The amounts received in respect of a particxilar account shown in one book may 
not appear in another book in which the same account is maintained. Tliis has been 
a |>er8onal experience. Receipts are not usually given and if the illiterate debtor at any 
times wants tok^ow how’ his account stands his kcennes is more than damped by the 
most elaborate, intricate and uninUdligible oircolations that are exhibited to him, 

(3) Bakias, — ^The baniajt (grain shop-keepers) give credit both in cash and kind ; and 
iliis class under the existing circumstances has become iKdispensabJe to miJlworkerB. 

Om^rimbhoy Ebtahim Workmen ^ Jnslitwle, 
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Jk millh»n4 lilUi not got ready money to porcKaae hi» daily ncoosnaries. Koeessarily Ka 
requires credit wkich be gets from tbe bania ; he alfio roquiroi»8ome petty advances* say 
on© or two rupees in urgent cases, and the bmUa makes prompt payment of the same* 
It is the satisfaction of this need of the moment that counts and m>t the rate of interest. 
As regards the gi^in given on credit, the rate is higher and inU^rcst at the rate of one anna 
is also charged. But it is the promptness in giving petty advances which is a unique 
feature which makes the worker like the bania most. 

(4) Jobber. —T he jobber, as a source of additional income, advances loans to men. 
under him. He conveniently plays the double role of a sort of a master and money* 
lender. Tills is an unrighteous practice and i» a great impcdiincnt in the growth of 
co-operative societies already started in several mills. He also plays the part of a 
middleman for w hen he himself is short of funds, he borrow s from an outside lender like 
the manmri and lends to the w'orkers at a sufficiently usurious rate. Also, some tw'o or 
three jobbers combine and do lending business to the extent of ten to twelve thtmsaiid 
rupees. 

(5) Mills. — Some mill authorities advance loans to their workers, or allow' an outside 
lender to do so in their mills. 

(6) Ha VALLA.-- A workman gets his wages for the previous iTKjnth generally by the J5th 
of the next month ; but when he gets discharge <m the 1st he cannot wait for a fortnight 
more. In such a case the company pays haralla either directly or through the jobber ; 
in either (rase a discount from ] pice to I anna is charge d. This work is done by some 
co-operutive cn^dit societies in the Sassoon group of mills. 

(7) Co-oPLKATi VK (b<LinT SociLTiKs.- Tiic total number of such societiCvS wdiicU cater 
to the monetary needs of workers may come to about Almost all id them have been 
started and conducted as a department of w'clfare work by the Cunimbhoy, Tata and 
Sassoon firms. The rate of intercKt is pies p€‘r rupee [)cr month wliicb, considering 
everything, is rea.sonable at the prc.sent time. ]>ut the pcrciuitage of present member- 
ship to tlie actual working number is very .small. The rcasops are 

(1) The maximum amount paid is generally Ks. 50. 

Want of satisfactory arrangement of getting promptly petty advances when 
there is an urgent need. 

(3) The difficulty of getting a fresh loan when one previously taken i.s unpaid. 

(4) The contrast between the formalities that liave to be gone through in 
a co-operative credit society and the promptness with which money is available from 
the Pathans, marwariit and banias who also supply necessaries on credit. 

(5) A sort of compuicory dependence both for work and money on a jobl^er who out 
of self-interest does not usually favour the growth of an independent institution — 
a co-operative credit society. 

(6) Absence of general organisation of such societies in all the Bombay mills and the 
lack of personal interest on tlie part of the management w'ith regard to progress in ^ 
this resj^ect. 

SuijgeMwns as to suitable systems* 

At the outset it must be stated tl.at the provision of facile credit in respect or ordinary 
wages or salary earners sLouJd not te the um of these w ho desire the economic improve- 
ment of such a class of men. The m Of. t important thing in such a case is to inevdeat© 
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the hftbii of thrift and educate thorn to manage within their income. Thia, Jhowevor^ is 
an idaal which will b3 attained only gradually. Und^r the clrcumBtaiioes that exist 
at present workers do want loans. Their borrowing habits cannot at present be totally 
stopped, and credit has to be provided. Consequently the present problem is not to 
eliminate credit but to regulate it so that the evils of the present bloodsucking and 
demoralising methods may be substantially minimised. 

Suggestions. — Organization of co-operative credit societies in all the mills in Bombay 
be taken up by the Millowners’ Association as a necessary complement of the mill work, 
and the managing staff of each mill be asked to consider it as important as production. 
An agency for close and constant supervision will have to be created to thoroughly look 
after the details of work. The chief object of the scheme will not at all materialize with* 
out such supervision, which is amply experienced in a number of societies mismanaged 
both in rural and urban areas. Tne work of organization and supervision should be 
further centralized and developed by the formation of one central and several local 
organizing and supervising committees composed of the representatives of the workers, 
the owners and those of the Provincial Co-operative Institute as ex-ojficio members and 
export technical advisers. The recurring cost of the scheme will not be much if the 
supervising staff appointed by the mills for this work carefully follow the lines and in- 
structions given from time to lime by the said Central Committee. The actual working 
experience of a number of mill societies gained during the past 12 years or s() will also 
stand in good stead to accomplish the object in view’ and also ensure efficient useful 
working. The next but the most important point is that of the finance of these proposed 
societies. For that purpose the formation of a millhands' i o-operative bank may be 
proposed to which all the c^xisting as well as proposed societies will be affiliated. But 
the share capital thus collected will not l)e sufficient to meet the rcquirenients of all the 
societies. And so it lias to be urged that deposits from the millowners to this bank shall 
have to be secured. This is not quite a novel suggestion as it has already been done in 
respect of most of the societies started by the mill-agents in their mills. The process 
of the organization of societies in all the mills in Bombay, in order to be complete, antici- 
pating all conditions normal, will naturally take at leasts to 4 years and so the amounts 
that will have to be advanced by individual mills as deposits each year cannot be appre- 
ciably large. The one society system for each mill is not a satisfactory one from the 
point of personal contact amongst the members, so essential for the efficient working of 
a co-operative society concerned and it is therefore suggested that some 2 to 4 societies 
be started in each mill according to the size and strength of the mills concerned. The 
total of the societies that may come into existence may roughly come to about 250 
or so, out of which UK) are already there. 

When an all round programme, as roughly indicated above, with its concomitant 
essentials of advising and enforcing thrift and saving, is undertaken in right earnest 
the problems of milUiands credit ” will bo well on the way to an efficient and practical 
solution and the millw^orker will automatically but gradually be reclaimed from the 
intluenee of the Pathans and the manmria. 

As an inseperable complement of tlie above suggestion registration and licensing in 
resj^>ect of the banking transactions of unscrupulous lenders such as the Pathans and the 
tnanoarks be introduced in order to effectively minimise the economic and moral horrorA 
to wffiich their victims are subjected. 

C^irriti^koy EbraJiijn Workmiiti'^ JjiMiUue, 
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Ab regards the it is the harTcst point to be tackled. But here alw^jo much can 
bo done and more and more could be accomplished in the following way. 

A sort df a co-operative survey of the residential areas of the worker be made and 
provision shops on a co-operative basis as far as passible be opened at convenient dis- 
tances. Quality and cheapness should bo ensured. Credit to the extent of about half 
the amount of earned wages be given on the production of a pcs^ from the Aime-keepfr. 
!rhe most important item to be attached to this arrangement must be the provision of 
petty advances. This may be done by the co-oj)eTative society of which he is the mem- 
ber. As regards the copital, at pcsent almost all the mills are running cloth and grain 
shops and the capital so utilized may easily l>c diverted to this object without any 
additional monetary strain. If desirable, service societies may be tentatively tried. 

As regards the jobber, I think the personal interest of the management in the develop- 
ment o£ the credit societies of their mill will automatically diminish the influence of the 
jobber as a lender. Added to this, if direct recruitment and little more care and 
vigilance be exercised in respect of the discharge of worker, his arbitury importance 
as arbiter of their existence in the mill will also cease. 

Arrangement of the payment of havalla be tal^ n up by the co-operative credit societies 
and the rate of interest (correctly discount) should not exceed that at which the society 
grants loans to its members. Fear of the abuse of the provision of facile credit in the 
form of indiscreet expenditure may rightly be enteftained, but it may be got over to 
a great extent by a strict scrutiny of the purposes of the loans. Besides constant 
advice combined with a sort of compulsion for thrift and saving would gradually go a 
long way in greatly minimizing the cliances of spcndtliriftness on the ])art of the workers. 
Last but not the least, the existence of a co-operative provision store in his residential 
locality and a credit society in the mill will bring the worker both at hrjmc and at work 
into close contaot with prominent workers and rnciribcrs of the two organisations and will 
also enable them to watch his movements. 

It must plainly be stated here that all that has been Buggested above as remedies 
cannot be taken to be abBoluto for th.e perfect solution of the problein. There are 
other very serious impedimentB such as racing, gambling,, drinking, etc., which may 
cause the economic and moral ruin of the worker. Notwithstanding all that, the 
remedies mentioned above are lines which alone if earnestly and carefully followed 
will positively bring us quite near to the Holution of the problem. 

In conclusion it must be stated that the problems of millhands’ finance is one of 
supreme importance in view of the economic prosp>erity of the city as a whole inas- 
much as millhands make up practically half the population of Bombay. And, therefore, 
if the solution of the same is not well attended to as early as it is entitled to, the 
financial aspect of the whole city is bound to be gloomy. 


Mr. S. B. KXTLKAKNI, St^crctary, the Currimbhoy Ebrahira Workmen’s 
Institute, Bombay. 

Oral Evidence. 

10222. The Chairman : You are in charge of the Welfare Institute of the Currimbhoy 
Ebrahim Mills 't — Yc ri. 

10223. For how long have you been here ? — For a])out 10 years. 



10224. Is this Institute for all the mills working under Messrs. Ctnrimlslioy , 
Ebrahim & Sons Ltd. ? — Yes, for the group of 8 mills. 

10225. Can you tell us as a piece of general information how many" of these milU 
hands remain permanently in these mills t— This cannot exactly be said, but the peroetK 
tage will be very small. Generally it is seen from the information given by the XfabofHr 
OPoe, that there is a complete turnover of millhands in BoTnl>ay within 18 months. 
This means there are very few millhands who are permanent. 

10226. Do the millhands who go Bomeiimes during the rains to their homes usually 
come back to the Hanie mill ? — (lenerally they come back to tlie same mill. From this 
point of view practically 80 per cent, of the millhands are permanent. 

10227. Except for the break <luring which they go to their homes ? — Yes, 

10228. What percentage of people go during the monsoon ? — I think that during th© 
monsoon about 30 or 40 per cent, of the people go to their villages. 

10229. Are the mills short-handed during tliis period ? — Tiiis is usually the period 
when labour is sliort. But this is not quite the cdso for the last throe or four years as 
there have been so many unemployed ^nen. 

10230. Regarding the general habit of millhands so far as saving is concern^, 
do you thhik that during this period of 7 or 8 months when they are here they save very 
much ? — No, not very much. 

10231. When you say that they do not save much, do you not have to take into 
consideration the amount they send by money order to their homes ? — They are an 
indirect saving because they are compelled to do so wlicre they have dej»endant8. 

10232. By the time they go away from here, they do not have any savings ? — 
Generally they start when they get their wages. So they must have at least a month’s 
pay with them to go to their native places. 

10233. Do you think that nothing remains out of their savings ? — There might b© 
something, but it is usually not much. 

10234. Do they make much use of the post office savings banks ? — No. 

10235. Or of co-operative societies ? — Hero also the experience is that deposits are 
not coming in such suras as they ought to. 

10236. Where do they keep their .surplus if they have any ? — ^They have not any 
surplus with them, but if at all they have any surplus they turn it into ornaments and 
some may send the money to their native places. 

10237. Do you think that if there are more post office savings banks or savings bank^ 
near at hand in the mills, these people will be induced to save and put their savings in 
a Government institution like this 1 — I do not think, that postal savings banks, as far aS 
deposits are concerned, will be popular. 

10238. Even if they were quite close to their mills or if they had a branch inside th© 
mills ? — Vicinity would not affect the problem. If they want to save, they will go a 
long way and if they cannot save, the vicinity of the postal savings banks would not be to 
their advantage. There are three reasons. Firstly, the post office time does not suii 
the millhands ; secondly, the process of withdrawing money is very difficult for a mill- 
hand because most of them are net able to sign their names and the ihirtl difficulty is* 
that practically they have not much to save. 

Onrrin^hoy Ebrahim Workmen'* s Institute. 



As regards the first twe dififieuities an institute like yours would be m a 
'tion to help them ? — Yes ; if some co-operative societies are started in all the mills in 
Bombay, they will be the easiest institutions where they could put their money. 

10240. But are not your present <K>-oj>erative fKx ieties indru kig them to do so — 
The indueement at present is very little. 

10241. l>o many of them take to cash certilioatea ? — Practically itoue. 

10242. Do they know what postal cash certificates are ? — 1 do not think tlmt any 
of them might be knowing that. 

10243. From your statement it appeals that a miiJhand is Jnvariably in debt and 
you have given one reason, viz,, that he does not get any pay for the first six weeks. This 
may be one reastm, but, except for this, what is the main reason for his being in debt ? 
He gets his pay every mtinth, does he not ? Doerf he spend more than what he gets ? — 
The conditions in whicb ho lives are f^udi that it is very very diflienit for him to make 
two ends meet. Tlie man by the side of Jne is in the ring department-. He gets 
about Hs. 28 ])er month. He has to pay house rent and he has to spend about- Ks. 2 of 
Hs, 3 for bis /nV/i, pan and tea. Also he has some de])enduiits either liere or in his native 
plac(‘ for wdiom Ih' lias to vSend some money. Then he goes to cinemas and some such 
cntertaininerits, or at times he visits the liquor shop also. 8o he has to imet. all these 
payments out of the total amount of his pay. if at all he ivorks for 2() days in 
a month, lie gets R,s. 28 otherwise he would get sHlI less. 

10244. You are aware that tlnuxi have been some enquines made into the family 
‘lyridgets by tjic Labour Olhi e ? — Yes. 

10245. Have such cnqniiies been made by any otlier agency ? — The Social Service 
lv(‘ague also maintained their accounts for about one to two years. The Labour Office's 
system is to go to chawds and take oral statements. Tlie system that is followed by the 
Bocial Seryico League is more reliable than the system followed liy the Labour Office* 
The Social Service licague maintained daily accounts of the peojile, 

10240. For how' many families ? — For about half a dozen or a dozen families. 

10247. For what period ? — For one or two years. 

10248. Do they publish them ? — They publish in their orgari called the Bamaj 
^ovak 

10249. Have yen any suggestions to make as to how to make those people save ? — 
X have made a suggestion in my statement. In order to tackle this problem generally 
societies in all mills must be started and for this purpose tho management has to take an 
*a,ctive interest in the organisation. If this comes into force, the system of regular deposits 
will automatically come into force. 

10250. About these different money-lending agencies from which a millhand borrows, 
it seems from your account that the Pathan is tho worst ? — Yes, 

10251. But is it not a fact that it is only the people wdio have no credit that go to 
Pathans ? — Yes. The man to my right is a dofler jobber In the Mahoraedbhai mills, in 
the Ring Department getting Rs. 50. He has a bitter experience of Pathan s. 

10252. Why did he go to a Pathan at all ? - That is because he has no credit. He 
borrowed before 1028. The interest was annas three in the rupee. Owing to tho strike 
he could not pay oven tiic interest. After 7 months he had to pass a document for Rs. 
htr a prinei|>al rd Rs, 25 : the Pathan iK'gaii tc» take iiiteri'ist on Rs, 70 at annas thrtHJ 
MO Y 83 — 79 
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the ru|)cc, 80 before the second strike the whole amount came to Rs. 176. 
Pathan took a document for this sum of lis. 176. The case was settled with him by 
paying Its. 176. 

10253* What is your suggestion for controlling these Pathaus from charging sucli 
a high rate ? — If societies are started, these people will not go to Pathans. 

10254 . W as this man to your right a meml>er of a society ? — ^Yes, he wirs a member. 

10256. You say that this man is getting Rs. 60. Do you not think that Rs. 50 per 
mensem is fair wages for a milDiand ? — But he has so many things to attend to. If 
there is a marriage ceremony, he contracts debts from a hania or from such other men. 
If the society does not^iay him, naturally he seeks these agencies. At times the amount 
lent by a hania is much higher than what we j)ay from sot'ieties. And generally society 
does not advance a second loan when the first one is running. 

10266. But would you like societies to pay him bigger amounts ?. — I do not think 
that wo should pay him bigger amounts, but the l)est thijig is that we should regulate 
their transactions. At present we have no storts which would su}>p] 3 ^ fliem their neces- 
saries, and if store societies are also started and they get their necessary things from 
them, tliey may not go in for bigger expenditure. 

10257. yiicre were some stores started some years ago ? — Yes ; practically all of 
them have failed. 

10258. Do you think that if new ones are started there is a cham e of their becoming 
successful V — Yes, with the system that I have mentioned. 

10269. Why do(^s a marwari charge such a high rate of interest of 76 to 150 per cent, 
on pledge of ornaments ? Is there no competition amongst them The rnarwari clmvgQB 
from 76 to 150 per cent., but on the pledge of ornaments it may bo 76 per cent, or even 
less than this ; I liavo a case here. Tlie man to my left borroivcd before the first strike, 
i.e., in the month of Kovember or so and signed a document for Rs. 2(f0. He pledged 
4 tolas of gold. There was a balance of Rs. 60 n-nd he got Rs. 126 in cash. And for tins 
he gave 4 tolas of gold as pledge and signed a document for Rs. 200. .First of all he passed 
a document for Rs. 160, interest w|k8 added to it and he passed a document for Rs. 200 
but he actually got Rs. 80 in cash, 

10260. What about the hania ? Does he also advance ? — Y^es. His rate is 76 per cent. 

10261. What does the jobber charge ? — He also charges 76 per cent. 

10262. Does tlie same millhand go to different people to borrow Himultaneously ? — 
He borrows from two or three persons but not exactly at the same time. He is a debtor 
to two or three persons. 

10263. As regards co-operative societies, you point out certain reasons why they 
are not working satisfactorily. The first reason is that llie maximum limit is Rs. 50. 
Would you encourage them to borrow more than this sum ? — But at times when there is 
some urgent need, more amount should be and is at times sanctioned than the sum of 
Rs. 60. 

10204. Why is it that they cannot get these amounts jiromptly ? Cannot maximum 
credit be fixed foiv^each member T — Generally such maximum is fixed, but we also pay 
more than Rs, 60 to the extent of Rs. 200. 

10265. Why is it that there are so many formalities to be observed ? Could not some 
of them be dispeiised with ? — Yes they could be done away w ith. 

Currimbhop Ebrahim Workmen's Institute, 
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102^*^ Suggest a central organization for controlling all these co-operative sooietios 

and you want the work to be taken up by several bodies including the Millowners’ 
^sociation ? — Yes. 

10267. Do you think that tiieae sociotier* or tlie central organization will be popular 
with the millhands if the millownera have control over the latter. Are not the mill- 
tiands suspicious about the mil [owners ? — I do not think that as far as this organi- 
sation is concerned the millhands will be suspicious about the millowners being there. 

10268. Would not the millowiicrs rather deposit in their own mills than in the central 
organization ? — The central organization will be for all the mills in Bombay. If mill- 
owners keep their deposits with the central organization, they will be for all the mills. 

10269. Why do you want a separate bank for millhands ^Could not the general 
financing agency, i.e., the Provincial Co-operative Bank or some other general bank bo 
able to finance societies ? — As I have treated this subject as a special subject, I have 
said so. I will not mind if the bank l)e the Provincial Co-operative Bank or some other 
general bank, but there should be some special provision in the labour locality. It must 
specially cater the need.s of millhands. 

10270. You want all these moiK^y-lenders to be licensed ? — Yes. 

10271. Y ou say ; “ As an inseparable complement of the above suggestion registration 
and licensing in rcBpoct of the banking transactions of unscrupulous lenders such as the 
Pathans and the mancaris bo introduced in oixler to eficctivcly ininimise the eemnomie 
and moral horroi’s to which their victims are subjected. ” Wiiat are these moral 
horrors ? — I am generally movii^g in the labour localities. Actually 1 have seen on© 
Pathan seateti at the door of one millharul and would not allow his wife to go out, 
and harassed and abused her like anything. This is only just an idea. As to how much 
further he would go need not bo explained here. 

10272. Your idea is that their names should he registered and they should be given 
a license 1 — Tlicir transactions should be regulated. 

1027"h Should tiiey be cojiipelied to keep accounts to be inspectetl by somebody 
Yes. 

10274, Mr. Demi : Suppose they keep two or three books, how would you cdicck 
them ? — My idea is tliis that tlmy should not be allowed to eliargc more than what the 
societies charge. The societies charge .‘1 pies. 

10275. Mr. Karmit : About this ])(Mjit tliat Pathans should be liompelled by law to 
charge only a maximum rate and apart frt)in the <levico they may resort to of keeping 
two or three sets of books, what will hapi)en if those |KH)ple who are hopelessly nee<iy 
do go to him. He will have some other device, t.e., ho will charge vatav instead of liigh 
interest or some such thing like that. How will you control tlie maximum rate ? — If 
the central organization works, it will be equally social also. Bo the needs of a j>articular 
man could be ascertained if this organization works well, and the man who needs some 
money for marriage purposes or for some other urgent purposes would go to a society 
rather tlian to a ijathan, 

10276. ITou said that these i>eople have hardly any surplus to invest. Supposing 
you introduce a compulsory system of saving, t.c., deducting quarter of an anna or 
half an anna per rupee from their wages and depositing it in their own name in the 
savings bank or in some bank and all the clerical work to l>e done by the mill agents, 
will this system work ? — I would advise that at lei^st each worker should be made tu 
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corapirltjorily at lea^t armas eight per month, and the work be done by the society, 
to which he belongs. 

1(>277. The Ckaiftnan : Have you the provident fund system in any of these mills?^ 
— I think there is tlie provident fund system in the Century Mid and in some tao or 
three mills. 

10278. Is it working well ? —I do not know exactly abtmt its working. 

10270. Mr. Kantai : Probably you luiow that some such system has been suggested 
last year for getting over this problem of ummiployment of null labour which drives^ 
those people into debt. It would be a safeguard during the pericxl of iniemploymcnt 
if some such policy is followed as 1 suggested now ? — \cs ; st>n)e such policy w ould be 
desirable. ^ 

10280. You say tliat they have nosuipluo and you cite tlio salary of a n)Q.n who is 
in the ring department. But what about tlie jobbers ? — They are ui a piwititm tosavo 
*M>methmg which is turned into the form of twnaments. 

10281. Mr. V. L, Mehta : At present from where d(> these ItH) and odd societies^ 
that you speak of, got their money ? — From the agents and from savings of share capital 
of members. 

10282. Is anything borrowed from the Cnion at Parcl ? — Tliese mill societies^ 
generally are not borrowers of that Union. 

10283. In addition to the co-o^wrative bank or co oi)t‘rative credit society, you 
suggest the starling of provision sliops on a eo-operative basis and thini you say that 
these sheeps should give ennlit on some basis to tlie extent of about half the ann>unt of 
earned wages. Will this be' irrespective of the credit that the man might have had witli 
his society ? — Yes, that is how^ tlu' scheme wUl w'ork so that he might nut ha\e the 
necessity to go to the bania for petty expenses. 

10284. But do you not tliink that there is need for somt' co-urdinaljun of the work 
of those two iiiterestb between the credit society and the shop ?— Y('S, this work loo 
W'ill bo conducted by the same ceutval organization. 

10285. You know' that in Ahmcdabad they have, iiist(ja(l of starling eo-op('rative 
societies for various dopaitnicuts of each mill, what tlie\ <alJ '‘a labour bank”. J>o 
you think that your central orgunizittion sh<ndd have one bunk oi wbicli ail these milk 
W'oikera might be members and borrowers or do j-ou still adhere to the idea of liaviiig 
separate societies for diffen'iit dt'partments ? — 1 adhere to the idea that we should 
• have different societies. 

10280. What exactly are the groiyids ot vour preference ? — i have said m the state- 
meut that if it is to be a eo-o^ierative eunoern at all then jn'isoiial (.ontaet anumgst the 
members is the essential factor and the central organization will be for the whole labour 
locuUty. It cannot eo/ne into personal contact with individual members. 

U>287. la this note you have not referred anywhere to factory workers taking small 
loans on the security of articles like cloth, etc. You have referred to advant os against 
gold and silver, but do people borrow against other small articles like cloth V — No. 

10288. Do they borrow only on t»etty ornaments ? — Yes. 

* 

10289. And what would bo the rate of interest ? — About 70 per cent. 

10290. I>o you contemplate your societies accepting the ornaments and trinkets a» 
aecttrity and giving petty loan^ against them? — 1 think it will be a cumbersome task.v 

Gurrhnbhoy Ebrakim Jn^HtaUt, 



if tke cenfml orgamyatioji is at your back, will you do it Yos. 

10292. l*roJcSdor Kale : You say that at the present momdnt there are 100 eo-operati 
aoeiclicfi. Can you give mo the merabcrship of these societies ?— I think it will 
about 8,000 to 10,000. 

1020.>. Do you think that tliere is room for 150 societies more ? — Yes. 

10204. po you think that these 250 societies will cover almo-st all the mill workers 
in Bombay ? — Yes. Suppose w e lutve a society for the weaving departnveut, the w eaving 
department has about 700 to 800 men, it is not necessary that the membership of the 
society sliould be sc nuicdi. It may not be ev(.‘n 50. This is the state at present. 

10295. It means that all these members burrow also from doiixarn '/— Yes, at timea 
they also borit)w’ from outside. 

10296. What will be tlic j)roiK>rtion of those who borrow’ botli from tlie societies and 
from 80 wcar& ?•— Tiiis cannot be said exactly. 

10297. Will it be .30 per cent. ?- -This cannot be said ; but I have come across sucli 
cases who borrow from societies as well as from outside lenders. 

10298. Your rate of interest is 18 per cent. ? — Ygh. 

10299. Do yon not think that it is rather high for a co-operative H<Mviety to ehargo 
ao much V — Comparatively it is very easy. Wo give them a dividend of 82 per cent, on 
their shares. 

10300. But the amount of their shares is very small. Will it not 1)0 possible for you 
to rediK’c lliis ratet of inter<‘St ? — At pr(‘sent we have to guanl against bad debts ; and, 
SO far w e have ])urp()S(4y kept this rate of 18 per eeni. If tilings ini prove we may 
reduce tliis rate. 

10301. Elsewhere in this Ih'esidoncy iJic rate does not excee d 10 or 11 jier cent., 
w^hereas yours is Is per cent. But llu'sc are different types of societies. Why shoidd it 
bo high ?— Because! the ci-edit of the boriower is very louv If the inan' gm’S away from 
Bombay it is very dillicult to recover ttie amount. 

10302. Therefore to cover tiie losses you have to keeji this rate of interest as high as 
18 per cent. ? — Y'es, ami also to meet the expenses. 

10303. Do yi>u want the miliowmms to take part in this sehenic of yonrs or will you 

do it independently ?- It will be a.n imjiossible task to start societies or to work out this 

plan without the active and practical help of the millowmers. 

10304. You may seek their help but do you want them to lake the lead ? — What 
I mean is, they should necessarily bo one of the three pailies on the eerOral 
organization. I will not mind if they take the lead, though I may not insist on it. 

10305. Will not bodies like the Social Service League start societies with tJie lielp 
of millowniers ? — I think for permanent smooth working the relation br>tween an outside 
and independent body and the millow ners is somehow or other unnatural and it would 
not create the sort of confidence necessary for tiie working of this scheme. 

10306. Do you think the present relations between the millowners imd the workers 
are very satisfactory ? — No ; but that ha.H got nothing to do with the successful working 
of the kind of scheme suggested. For example some societies have been started by the 
miilowners in E. D. Bassoon group and it is because the management is taking an 
active part, the membership in some societies has gone even up to 400. Therefore, 
4 say that only with the help of the millownci-s the scheme could be made succossfuL 

(The witness withdrew.) 



Mr. K. L. PUlfJABI, I.CJ5., Superiatandmit ot Land R«e«rds, 
Central Division, Poona. 

Replies to the Questionnaire. 

SECTION I. 

Question 2. — In Surat district the chief produce sold by the agriculturist was 
(1) Cotton, (2) Rice, (3) Juar, (4) Bajri and (5) Gras.s. 

As small landholders predominate the jtroduco is sold immediately after the harvest^ 
for these cultivators have very little reserve capital. Tiic prices at this time are the 
lowest. The produce is sold cither to the money-jemlcr in payment of debt, or to the 
dealer who conics round at harvest-time, or taken to the nearest market. In Olpad 
I found that some gin-owners bought up the standing crops of the cultivators 
agreeing to pay them so much per maund of cotton produced. Tiie cultivator was 
forced to sell as he was short of expenses for cultivation. The price paid was usually 
very low, representing according toligiircB of two years from jjcr cent, to 70 per cent, 
below the price at harvest time. Where the cultivator would not accept these terms, 
the gin-owners would advance money on standing crops stipulating that the cotton 
would be ultimately sold to them, thus restri<^ting the cultivator’s market and diminish- 
ing his prollts. 

The period of production in agriculture is prolonged and towards the end, bis resources 
are diminished considerably . Naturally he markets his goods at the earliest opportunity. 
Ho has also hardly any storage facility. There arc too many persons too who take 
advantage of the cultivator's necessity to market his produce immediately. 

If the cultivator could select his market and the time when he should sell his produce, 
he could add to his profits materially ; for this ho requires facilities of storage and 
“ marketing credit ”, t.c., short-term loan which will relieve him from temporary 
financial pressure and thus avoid forced marketing. Storage facilities as provided and 
regulated under United States Warehouses Act of 11)16 are desirable for then the 
warehouse receipt for the prcKiuce stored becomes also a source of credit. 

In Surat district, a ginning factory has been working on co-operative basis very 
successfully. It advances like the other gin-owners on the standing crojiS to 
help to defray the expenses of cultivation, and it paid a much higher price for the cotton 
sold to it than any other gin-owrier in the locality. 

Question 3. — The chief factor affecting the value of agricultural land is the capacity 
for producing profits. This depends on the following chief factors : — 

(1) Fertility of land, (2) Situation of land, (3) Accessibility, (i) Prices of the produce. 

Fertility of land depends on its inherent composition, suitabilty and accessibility of 
irrigation, the condition in wdiich the soil has been kept, t.c., whether it has been kept 
up by suitable i^nuring and rotation of crops or exhausted, whether it has been kept 
free of weeds and a suitable fence maintained. 

Situation of land comprises of two factors, (1) distance from village site and (2 V 
the class of the village wherein the land lies. In the former case the cost of cultivation 
is affected while in the latter, proximity to a large industrial centre or the social 
(including educational) amenities of a village enhance the value of land. 

Mr, K. jL. Fun^jdhi. 
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may refer either to the survey number itself or easy reach of the vil]ft$^e» 
a marketing centre. Roadside lands (being suitable for grazing) are usually mom 
valuable as the grazing area in a village, particularly in Gujerat is limited. Kasy com* 
munications with marketing centres always enhance the value on land. 

Value of land always differs according to the prices of the chief produce. Thus during 
the period of high prices of cotton in Gujerat (about 1919) cotton-growing land was sold 
for fabulous price. 

In the above case, I have only treated of the genuine and free sale of land. Land is, 
however, more frequently sold in such cireumslanees that equal bargains become 
impossible. The 8ettiemenl Oflirer while c ollcoting statistics of value of land excludes 
several traunactions, such as (1) mortgages entered as sales carrying an oral promise to 
retransfer tJie land, ('2) lands sold within the family’, (H) cases wherein a high price i» 
paid because i)f {a) special facility, (b) or land purchased by persons with siiporfluouH 
money and lack of “ j^nTit-and-loss-sense ”, simply in order to enhance their prestige 
in the village, (4) sales of mam land, (5) exchange saUs, (b) sales of land suitable for 
building site and (7) sales of land between Mmxar,^ and the debtors. The Settlement 
Officer excl lidos all cases w hcr('iu he tliinks that there has not bt'en an equal bargain. 
Thus in the Settlement He])()rts we have a large volume of reliable figures of sale value of 
land in the districts eoneerued, ThcM* figures, h(>ve\er. cannot bea]>j)lied mechanit'ally 
for each village, uidess tlu n' ari^ sufih lent number of transactions, say, roiiglily covering 
about }th to Jrd ot the total area of the village. OtluTwise the aviTOgo value for the 
gronj) comerned \\ ould give ns a tnim* iiid<'\ to the \alue of land. 

As no two jilots of land are alike, in sidtlement reports w<‘ do not consider the value 
of land in tin* absti'ad but as ndated to the quabty of the land. This is taken in con- 
sideratii ii while (Li^sifying laud and as the asscsnim'nt varies ai cording to elassilieat ion 
value, thcridore, we cxjire.'S the j rice of land as a multiple of asses? nient. Ho-wever, 
the classification of land w'hich was <tone about 50 years ago may be out of date now ; 
and besides, classification was thiclly based on groSvS prodiu'C wlide th(* pri<e of land is 
affocteil by nett produce. So that these multiples of assessments are not absolutely 
ixdiable, and in practice exliibit a wide range of variability. Rut, as i have stated above, 
provided there is a suflicicntly large volume of statistics, and only tlie average of the 
statistics obtained is used, we ran ascertain from the settlement figures, for ail 
practical purposes, tlie value of land in the locality. 

This difficulty of correctly valuat ing land hs removed if we want to fix (uily the minimum 
price of land. This mininnim priie is usually 20 times the asses.sment unless cf course, 
the land has been badlj’^ neglected in the past, and the elassificafiori needs revision ow ing 
to some extraneous cfuse, such as rt‘cent water-logging or the land being overrun by salt 
water from a creek of tlic sea. 

Above, T have treated of only value of land in purchase by private negotiation. My 
experience in Gujerat is that a forced aut tion of land to pay the Government dues 
or satisfy a court decree hardly realised more than 00 per cent, of the normal value 
of land. 

Question 5, — I compiled an estimate for village Bhadol in Olpad lalvka of *Surat 
district during my settlement enquiry. The figures are only approximate, accurate 
calculation being almost impi^sible, as all persons who have collected such statistics 
know. The money-lenders are very reluctant to divulge their correct accounts and most 
of the borrowers arc ignorant of the exact sum owed by them. 
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^ population of 581 souls with khafedurs who pays fts, 8,t^29-l2*(J il 
land rcveimo assessment to Government, it has 1,734 acres uiuler tlje plough. Thilfr 


total assets of the village as cahulatcd by me are as under 

Rs. 

( 1 ) Value laml . . . . . . . . . . 2,39,948 

(2) Value of J25 houses . . . . . . . . 28,235 

(*l) Value of cattle . . . . . . . . . . 22,682 ' 

(4) Value of agricultural implements and bulloek calls . . . . 18,988 

Total .. 3,09,854 


The people in the village owe in all Us. 41,115 out of wlnrh Rs 8,131 are borrowed 
from the oo-o^^erative ciedif society and Us. 32,724 from professional money-lenders ih 
the village and outside. 

Kxeept abnid R i, 5,0()'0 lroirov,ed on )><‘rs<>nal security, th(' re‘d of the loans are all 
secuin'd on land. 

The loans were uhiuet all taken for buying wives, ecTcruonial fuiiclioiKS prescribed 
by caste and in soriu* rare ca^es for payment of “ fpcsulatne rent tor land by impro- 
vident tcnant>. Xo llioin/bt i <’iven af all a-» to what the cicdit would <s>st and ]>a3 . 

This irnprov Klrnt borrowing without any reganl to tlu' co^t and red urn of the credit, 
nnd the unbreakable' caste laws, whii b ('ujoin W4e telu! dinne dui mg botli rnai nag€‘S and 
funeral, drive I h<^ i ult i\ atorr, into tie hand.- of inonc v -k nder«. Tliesc money-leiidc'r'H 
are imi(adng th ir landed ptopc rt> at the ('xpf'iuc oi tlu’ actual (ultnators who .socm 
find themschus as tenants (ultivatmg thc'ii am ( siral lai d. In Rhnclo], 1 found that 
during tie* hist 27 yeais 1}jo n’om'y-lemh'r.s had all me leased tlu ir holtbngs. The 


following table' will ilbistiulc' ■ 

Land owned by tliem , 

m I'JOO 1 

Land owned by them 
in 1927 

Caste of money dendt'rs 

Exprea.scd 
m area 

t 

Expressed as 
t poreentago 

1 of the 

1 total area ^ 

Expressed 
in area 

Expressed 
as percent t 
ago of the 
total area 

Brahmins 

Banim 

Barsis 

A. g, 
186 36 
108 17 
212 0 

1 Pet ccrd^ 1 

1 10-4 1 

1 6*2 

11-2 

A- «• 

290 4 

215 23 
221 38 

Per cent, 
16-6 
U-4 
13-2 


The acquisitions by the Parsis arc negligible ns they do not rc.side in the village and 
thus have to direct their operations from adjoining villugcs. 


Most of the baniafi are comparatively of recent anivala in the village, and several 
villagers egnistdrred their arrival in the village a.s the lictrinning of the trouble. Th© 
facility of credit was a t.on'jptat ion wddeh many of them could not withstand. They 
hardly realised that this facility would prove so fatal. 

Jlfr. /C. L. Pu 
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PB 07 ss 8 i<ii|^A|i MOUBY-LETOttBS AKD THEIR METHODS.—- The professional ittoney -lender# 
heve an enortnons hold in the rural areas. They have this great advantage that their 
operations are secret^ simple and elastic. At what price these advantages are obtainedf 
only those who have dealt with them know. 

The average farmer is usually short of working capital, and increased profits can only 
be obtained from intensive cultivation necessitating expenditure of capital. We have 
to improve the conditions of obtaining credit in rural areas in such a manner that econo- 
mic farming may not bo hampered, while at the sale time facile credit may not become 
too strong a temptation so as to be used for unproductive undertakings. 

The rural money-lender in Gujerat takes first of all a discount of one anna in a rupee 
for the sum asked for. Then he deducts interest in advance. Thus for a promissory 
note or mortgage for one year for Ils. 100 the cultivator, if he is sound financially, will 
have to pay 15 per cent, interest, and thus the actual sum that he will get is Rs. 79-4 0. 
The rate of interest varies with the seasons and the finaiv:‘ial condition of the borrower. 
Kor short-term loans before harvest time it goes up to3(^ per cent, per annum while for long 
terra credit it is usually between 15 per cent, to 18 per cent. These money-lendors are 
also dealers. And the borrowt r in order to keep on good terms with him invariably 
buys all his necessities from him for which according to my investigations he had to pay 
at least 25 jier cent, more with interest from the beginning of the next year. It goes 
down in his general account thus rendering itjUiore difficult of adecjuate check. His 
power of borrowing his marked for the repayment of the loan is demanded just when the 
produce comes in and the produce often taken in payment. As low prices prevail at 
harvest time, this results in diminishing his profits. The hold of the money-lender over 
the cultivator is very much like the reported magnedie faneination of the cobra who 
would draw a live rabbit nearer and nearer to itself and ultimate doom by the magnetic 
power of its eyes. 

Once the cultivator approaches the money-lenders, he finds himself deeper and deopc^' 
into debt and the process, though gradual, is yet very steady. 

Remedies to save the AORicnLTrRisT.— The Dekkhan Agriciiltunsts’ Relief Act has 
more or less been a failure. The money-lender refuses to advance on mortgage 
unless the debtor can easily, m his estimate, repay the loan ; and the hard-pressed 
borrower often agrees to the proposal of the money-lender to transfer the land to him, 
only accepting his oral promise that he will retransfer it to him when the debt is 
paid. In case of death of the parties the oral promise is disputed by the money- 
lender or his heirs. Again, as the courts are empowered to go behind the documents, 
frequently, a fictitious sum much in excess of the actual sum advanced is put 
down in the sale deed, in order to igive the sale deed a colour of probability. 
The transaction thus rests on the honesty of the money-lender and how precarious 
this is, will be evident to all in touch with rural areas. I have come across 
several auch instances in Gujerat and the Deccan. For example, a cultivator hard 
pressed for money to fulfil the almighty caste obligations would approach 
a money-lender for a loan of, say, Rs. 200, He has land worth say Rs. 1,000. The 
money-lender is reluctant to advance unless the land is transferred to his name 
promising earnestly that he will retransfer it when the debt is paid. Ho will also ask 
him to put down a nominal price of, say, Rs. 700 as otherwise the transaction will 
look very doubtful and may be interpreted as mortgage, particularly when the vendor 
continues to cultivate the land. Rent equal to the interest will be fixed also in a rent- 
fiote. The unwary cultivator often accepts this proposal and the deed is accordingly 
, MO r 83—80 



exeoated, Vears aherrarda, when lie had paid tip probaloty twice the original 
iie asks for a retransfer of the land. Then the money-lender will consult his account 
books to show that still a lot remains to be paid from Rs. 700 advanced to him, Reis 
very fair minded and will stick to his original promise to retransfer the land but debt 
must first be satisfied. This has been one of the effects of the Act designed to preset 
tlio agriculturists. 

To control unchecked usury in rural areas an act on tlie lines of the Money-lenders’ 
Act in England is necessary with the following chief points 

(1) All money-lenders should be registered in the Collector’s office. 

(2) The money-lenders’ account books should be open to inspection by Government 

Offieers so authorised. 

(•^) Hate of interest suitable to the locality should bo fixed separately for long-term 

credit as well as short-term credit. 

(4) Effective penalities fot breach of conditions should be provided. 

(5) The machinery for enforcing the Act should lie simple, quick and effective. 

Revenue courts in these circumstances will function better than civil < ourts. 

It is argued by some that no legishativc action can save the a};irieultuiist from his own 
foolish actions. While this is true to some extent, yet much can be done by controlling 
the hiflfmful activities of the rural money-lenders. 

1 do not expect that a measure of tlic above nature wherein adequate rate of interest 
H allowed will drive out the money-lenders from the rural area. It will only dimmish 
hi8 power and his profits. He will also bo more cautious and \c ill not advance for extra- 
vagant expenditure. Excessive facility of credit being removed, the agriculturist will 
learn thrift and the Co-operative Movement will get a great impetus. 

Oral Evidence, 

10307. The Chairman : Mr. Punjabi, you are the Siiperintendcnl of Land Records. 
Oontral Division, Poona ? — Yes. 

10308. Have you served for a number of years in Gujerat 1 —Yes. 

J0309. Both 08 a revenue and a sottU'ment officer V — Yes. 

10310. You did the settlement of Olpad ialuka in Surat district ? — Yes. and of 
Chikhli also. 

10311. We fouud during our tour in Gujerat that the percentage of holders below 
5 acres is very largo ? — In my figures it is about 56 per cent, for Olpad and round 
about Suroi. ^ 

10312. What would be an economic holding in the sense of a holding which would 
bo sufficient to maintain a family ? — Is it in the sense that it is profitable to the 
cultivator with a pair of bullocks and the famOy working ? 

10313. It is in the sense that the income therefrom would be enough to maintain 
a family ? — ^It depends so much upon the quality of the land. 

10314. You have different kinds of soil. On an average what would be an economic 
holding T — About 16 acres of mixed crop. 

10315. In this patticulor Ialuka (Olpad) do the cultivators have any subsidiary 
occupations T — ^None at all. 

Mr* K* L, Pmjabu 



10 ^ 16 ^ do tliey migrate to differeut centrofi duridg tlie slack seasion ?*— I <ii<l 
notice any each thing. 

10317. Etow then do the families maintain themselves 1 — By hiring themselves out 
jfor agricultural labour for the richer people who have larger holdings. 

10318. Is this their main secondary occupation t — Yes. 

10319. Burinu the settlement enquiries in this Presidency have any enquiries) been 
made about the indebtednoss of indi\ idual cultivators ?- — No. It isMiffioult to undertaUe 
such an enquiry. 

10320. It seems from your 1 * 0 ply that the cultivators especially in Olpad fahtha au 
at a disadvantage because fliey have to sell their cotton very often before it is ready, but 
in the Central Cotton Committee enquiry, they were referring more to districts in Middb* 
Oujerat like Broach and Panch Mahals, one of tlieir conclusions after these enquincK 
was: “Except in Sind, cultivators are in general not hampered by their borrowings 
either as regards the persons to whom, or as regards the time at which, they may sell 
their kapa^s .'" — I do not agree wdth their conclusion. It is about Middle (rujerat. but 
1 am speaking about Surat. 

10321. Tn Surat you think that the want of finance compels cultivators to sell thei* 
cotton at a low prit'c ? — Yts. 

10322. Are most of the purchastrs gin-owners ?-^Ycb. 

10323. How many cl ishcs of land are there generally in Olpad ? — Bry 

crop land, rice and b(i<iaijal. 

10324. But in tJie dry ciop are not there black soil and gorad ?— There are thi(c 
varieticH in the dry crop. 

10323. So far as eiassitication isooueerned, there will be five different classes ?— Y('f» 

1()326. You refer to the imjiorlance of the figures in the Settlement Beport. You 
say : “ These figures, howvver, cannot be applied mechanically for each village unless 
there are sufhcicnt number of transactioius, say, rougldy covering about Jth to f^rd oi 
the total area of Die village. Otherwise Die average value lor the group concerned 
would not give us a truer index to the value of land.” But do you get information at 
any time about Jt^^^ total area of the vnliage after excluding all these other 

sales ? — \>ry rarely. 

10327, Then the Settlement lleport figures cannot bo taken as the basis for arriving 
at a conclusion ? — For a ialuka theae figures are a good index but not for a village. 

10328. I find from the report made .30 years ago that the area coverr d lor the whole 
iuluka for sales was 385 acres. Will this be a suflieient area to judge about the value ol 
land ? — In those days they went minutely into all agricuitural conditions and did not 
80 much empha.size the value of land. They had crop experiments and other factor? 
to guide them. 

10329. At present you go more deeply into the question of sales ?— Yes. 

10330. It seems that the average price realized in the case of ordinary sales was* 
12*8 per cent, whereas the average price in sales under court decrees was 36 ‘74 percent. 
Is this not rather unusual ?— It depends very much os to the time when* auction of the 
land is held. ^ 

I03S1. But this is the average t — They may have many forced sales of land on 
unfavourable terms. 
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10332. Tou say ; ** And besides, classification was ohiefiy based on gross |»rodnce 
while the price of land is affected by net produce Is not there some relation between 
the two do not know whether there is so much change. 

10333. On the next page you have given us some interesting particulars about the 
mdebtcdness of the people of Bhadol village. Do you know if similar information is 
available for any other villages in Gujcrat ? — I do not know. 

10334. Were thesie figures collected by yourself ? — Yes. 

10335. In this village the land revenue amounts to Its. 8,600 and odd, and the debt 
is Hs. 41,000 and odd. That is, about five times the assessment ? — Yea. 

10336. Do you think that this can be taken as the average for the v, hole of Gujerat ? — 
1 think it must be more or less the same in Gujcrat. 

10337. But you cannot say definitely ? — No. 

10338. In this figure of Rs. 41,000 debt arc all real mortgage debts included ? — 
Y<‘«. 

10339. Mr. Kamat : About the allegation sometimes made that the land revenue 
to^NCSsmont is based very highly and probably is one of the causes of indebtedness, could 
> ou give me your idea so far as your ex[ienence is concerned as to what portion it 
generally bears to the crop value as at the time of harvest taking per acre of cotton in 
the Surat district? What will be the assessment on an average ? — Fur dry ciop it will 
be about Rs. 5 and the value of the cotton as at the time of harvest on an average will 

about Rs. 30. 

10340. So Government take one-sixth ? — Yes. 

10341. And about hagayat crop ? — There is not suflicicnt garden crop in Gujciat. 
In the case of garden crops I think it will vary. 

10342. Is it your general impression that this basis is really the cause vhich driveH 
him into indebtedness ? — I am very sorry I hav^e to answer this question m the 
affirmative. 

10343. The Chairman : When you were the As.mstant Collector in Surat, did you 
evei reepive complaints that pco[)Ie viere forced to borrow because they had to pay the 
laud revenue assessment ? — In some cases it was represented to ue and (lovernment 
did postpone the instalments. I know of instanees m my time when the instalments 
wvre postponed for one mouth to enable them to pay the same. 

10344. Mr. V. L. Mehta : You say that people are compelled more or less to sell 
their standing cAips because they have to prepare themselves for cultivation for the 
next season ?■— Ko, not for the next season but for the season itself. 

10345. .But for the season itself they would require money at the beginning 
It may b© at the beginning of the season or during the season. 

10346. You say ; “ For short-term loans before harvest time it goes up to 30 per 
cent.'’ Would this 30 per cent, rate of interest be the rate for the average cultivator oi 
would it be only for the poor class of cultivators ? — It is only an average rate. It will 
vary with the person and security. 

10347. say that multiples of assessments are not absolutely reliable for 

determining the value of land. We are interested in land mortgage banks and problems 
of land mortgage banks. Do you think that it would not be desirable for the land 

Mr. K. L. JPunjabi, 
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>inortgag0«tMmJk to rely on this information ? — I have stated in the written montorandum 
that the valne of the land is 20 times the assessment. 

1034$. When yon made an enquiry about indebtedness in that parlitjular village, 
did you find a very large number of people who had borrowed money for purchase of 
land Yes. 

10349# Do you say that investment in land is unproductive ?— It might be priKluctive 
or unproductive, 

10350. The Chairman : Do you say that most of the loans werf5 borrowed for 
unproductive purposes ?— So my experience goes. 

10351. Professor Kale : In your statement you say that the Settlement Officer while 
coUeoting statistics of value of land excludes several transactions, and you point out 
that these figures are fairly reliable Yes, after the doubtful tiansactions have been 
excluded, and only the genuine transactions taken into consideration. 

10352. Do you rule this out as not genuine ? — Yes ; they arc' not int'luded in tht^ 
statistics. 

10353. Will 3"Ou be able to got the correct value of land if some of these coiisiderationB 
arc ruled out ? — We want to find out the absolute value of land. 

10354. Docs not the market value also depend on these consnteraf ions, and is it 
nut governed by these considerations ? — We tried to niimmiso these extraneous 
considerations. 

10355. Are not some of these consideration^, for instance, special facilities or sales 
of inam land, important considerations, which go to make up the \aluo of land ? — 
1 agree wuth you, but we want to find out the valm* of land oidy in its relation to its 
capacity for }»roclucjng that jirofit. 

Jf)35ti. That is only one fat lor ?- For settlement purposes, wt consider that to bo 
the most important fm t()r. 

I(t357, Mr. Chikodi . In your statoment you have .said that loans Avere taken 
lor ceremonial purposes and lc>r buying aaiacs. Are no loans taken for agricultural 
purposes ? — Yes, in some t ase. 

10358. What would be the percentage of loans taken for the agricultural purposes 
approximately I could not tell you. 

10359. With reference to the total assets of the village as calculated by you, have 
you taken into account the value of milch cattle ? — Yes, the value of cattle includes 
both the ploughed cattle and the raileh cattle. 

m 

10360. In your statement you say: “Moat of the haniaa are comparatively 
of recent arrival in the village, and several villagers consider their arrival in the villai/<' 
as the beginning of the trouble.” I think you stated that the bania is readily available 
to the agriculturists 7 — Yes, quite true. 

10361. Why should he be considered as a trouble ? — H is so because the fa<*ibty of 
credit has proved fatal. 

* 

10362. To control unchecked usury in rural areas you have suggested some measures, 
and one of your suggestions is that all money-lenders should registi red in th<* 
Collector’s office. May I know why should they l)e registen d V — BfH ausc it will enable 
us to check their activities. 
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10363. How 4oee r«giAtr«^ion prevent nsuiy ? — There ikre other moMores iklso. 
They fthould be registered and their bookfi •should be opened for insj>ection and audit. 

10364. Would you suggest any measures to protect the money-lenders against the 
agriculturists ? — We can help the money-lenders if they are brought under control ; 
one could devise some means for helping them to recover their money. 

10365. Would you give the same facilities as the co-operative societies enjpy ?— 
I cannot say that, but same measures may be nuggesUd. 

10366. Why do you suggest the Hevenue Courts ? — They are very quick and more 
effective. 

10367. Bo you know that some prefer Civil Courts to Revenue Courts ? — Borne 
consider in that way, but I consider Revenue Courts for this purpose most suitable. 

10368. You say that the rate of interest should be fixed. Who should fix it ? Should 
the Collector fix it ?— -The Collector helped by a < oramittee. 

10369. What is the constitution of that committee ? Should it be an advisory body 
or should the members of the committee have an effective voice ? — It depends on the 
constitution of the committee. In the first place, I think Government should fix the 
range of variation of interest and within that range the Collector on the advice of 
the committee or the committee with a majority might fix the actual rate of interest 
suitable to that locality. 

10370. Who should be represented on that committee ? Would you include both 
money-lenders and the agriciilturistH ? — Both. 

10371. Pathans also ?-— Why not ? 

(The witness withdrew.) 

The Cfimmittee then adjourned and reassembled <i( Karachi on Tuesday, 
the litk Januaty jy.V). 


Mr. K. L* Punjabi. 
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Land, classification of (Ihaham) (2) ; (C. M, Gandhi) (16) ; (G. G, Desai) (303) ; (Nagji 
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Chamber of Commerce) (534) ; (Bombay Shareholdas Association) (568). 

General remarks re (Latji Naravji) (452-4) ; (Bombay Chamber of Commerce) (555). 
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Habit, causett for the slow pjrowth of (C. M, Gandhi) ffil ) ; (Naik) (58) ; ( Patel} 

(165) ; {Koreishi) (177); {Almaula) (247) ; {G, O. Demi) (305) ; (FaHi«f*o) (32^; 
{Ahmedabad Millowners^ Assoc itUion) (363); (Parikh) (449); (Lalji Noaro/tiji') 
(462-4) ; [Bombay Shroff Associatwrt) (601-2), (603) ; {Nalive Share and Stock 
Brokers' Association) (543), (544), 9786, 9808-9, 9814-6 ; [Bombay CHamh&r ^ 
Commerce) (560), (561); [Bombay Shareholders' Association) [5QQ), (670)$ 
[Maharashtra Chamber oj Conumrcf) (695-6). 

, development of, suggf st if >iis for [C. M. Gandhi) (27); (i>. A. Patel) (166); 

[Amaula) (251); [G. (J, J>emi) (306); [Lalji Naranji) (462-4); [Bombay 
Shroff As^ociatic/n) (502), (503) ; [Native Share and Stock Brokers' Association) 
(543) ; [Bombay Shareholders' Association) (509), (570) ; [Maharashtra Chamber 
of Commerce) (596). 

Legislation, suggestiona re [Shirras) (.383-4). 


BANKS : 

Co-Of KKATiVE : see n rider (’( KdPKHATTON. 

ExcHANOK : 

Operations of, shonld be restrieted [Moharashfra ('hamher oJ Commerce) (596-7), 
10050-00 ; [VudaC (000). 

KelatioTiH of, with Indian insnrjjno( coiniiariith [Lalji Nauinji) (455-6); [Indian 
Insurance Compainei dissociation) (583), 9977-8, 10043. 

Impkhtal Bank of India : sfc under that head. 

Inuiqenoi s ; sen under TNI>I(;JEKOrS BANK.KUS. 

iNOUSTai^L ; see under INDl'STJtlEy. 

Joint Stock ; 

Financing of th(' marketing of ciops b> [Manrari Charninr of Commerce) (522). 
Hclatious of, with < f»-opcra1 i\ <> bai^Us : see uudd (’() OrKKATlOi^. 

^ the Imperial J^ank of iiulia: set under IMBFiRlAL BAKK OF 

INDIA. 

Should underlahe long-term tinnnee (Jadar) (90;. 0399-401. 

Statements to be [mblishcd monthly by, projioscfl {Shirra‘i) (384-5). 

Land Mortoaoe ; sec under that head. 

Peasants’, formation of. suggested [P. M. Mvnshi) (418), 9022-7, 9034-7, 9052. 

Post Offtck Savings : see vndrr that head. 

Pr -VINCIAL Oo-OPKKATiVK : See under CO-OPERATION. 

Reserve Bank (f India: 

Establish in ent of, favoured [KoreiKsht) (176): [Ah medabad Shroff Association) (409); 
[Kothary) (4sSl); [Bombay Shroff Association) (497); [Maru'ctri Chamber of 
Commerce) (533) ; [Maharashtra ('hamher of Commerce) 10078. 

Bawkawadla, Mr. Pi rshottam Lalu^bhaj ; (424-425). 

Bkwoor, Mr. G. V,, I.C.S., Post Master General, Bombay : 10149-10221 (611). 

Bhagdaki Act;l nruler LAND TENURES, 

Bharatia, Mr. Kalidas, Surat: (132-133). 

BHiijkDWALLA, Khan Bahadur V. P. : 6661-6789 (143-144). 

Bombay Chamber or Commerce : 9839-9877 (555-502). 
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BoicbaY Mebchakts’ Association :90:?2‘995« (578*580). 

Bombay KAfjrvTs Pieobooods jS|er<'hants ' Asso(tiATiON : 0319*9401 (400-471 ). 
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Bombay SaABKHOLDEiis ' Association : 0878-0031 (508-571). 

Bombay iShboff Association : 0408-0040 (487-,504). 

Bbaham. Mr. H. V., 1.0.8., C’olUs^or, Surat : 5810-5807 (I-l). 

Cheocks : me under CKKDIT, IXSTH TMKXTS OF. 


OO-OPERATION : 

Banks ; 

Brauchivs of, need for (Se//< Muhund) {1341. (135). 

Central .* 

Indigenous bankers should be hnk(sl up {(\ M, (Jnndfrt^ (l’3) ; (Jadav) 

(0l>,-3). 

Long-term finance, supply ol, hv ((’. M. ^inhdhi) (17), 0(»31--. 0044 ; (Jaduv) (00), 
6309-401. 

Small indu.stiies, tinaiue o!, l>y {(\ M. (mtidhi) (lM)-I). 

('’ruieeBsious to, ik^mI tor { iht nfiiu'uila) ^lOs 0). 

Humdi husines-*, trauKiotion ol, h\ {Stnat /\o/df's ('o-npi nt! ti i Bank) 05(>0 3. 
Jiieome-tax, ^-xemption io>m {Ja(fa>) (Of), 

People’s, working of, in Dhoika ( M. l\ Miuhshi) (t’Jt)), (4:27 j. 

Provincial, should be tn liu' Cleaimg Hous<' {Sinaf J^copic'^ ( ^o-opendive 

Bank) (114-5^ 0504. 

Relations of, wdtli the Iinperuil bank d/, dandht) (li>.:i): {Stunt Patplt'it 

('o-opt rattci JianI,) (ll:)-4), 0517-0; {Stth i >«d le/inml) (134); 
{BanaUrnUa) 11*07), 728, >, 200 s. 7.302 3; {Altttnida) 7073-5; 

{J*nrikh) (444;. 

— ^ with iIKlll;(Uou^ hiitdv(‘rs {d taint's (01-2). 

, with joinl .stock l>aidvs (( . d/. (Jinnihi) (12-3): [Surat J^tuple's 

Cn-optrattre Bank) (1 13-4), (05 17-8), 0.550-7. 

Taluka, formation of, ndvantaoe ol [Aukle^^htrar AAuink Snhakatt Jltmi) (207-8), 
(270), (271). 

» 

VllBAN : 

Artisans’ Societie.s, tiniinee f>f, In {A^unti PetqAt's Co-npertftirp Bank) (110-7). 
in Cirujerat, working of, statenn nt Hhowinj^ {Sutat I^tajift'a Co-vjjeratird 
Bank) (1 JO). 

Slow’ growth of, rcHsofi.s hir [Suxti ppnpie\ Co-opirnfu t Bank ) ( 1 13). 

Working ol, d(}c('ts in [Sviat jf*f/jjd('s iA-nperaitte BatifA (111-3). 

Co-operative Societies Act should bo am< ndc d (d/o/;/; (1^5), (Jsti). 

I>ErARTMENT ; 

Contact W’ith tlic P^evmuc Department {Brnhotu) .5851-4 ; {!). d. Paid) 0924. 
Co-ordination of. with the AtTUultural 1 h'partit’cnt (AJtnaufaA 7571, 7057. 

Policy of [Surat Ptople'n ( A-opt ratlir Bank) (100-7), ( lOH) ; [Ahunula) 7530. 
Subsidiary indiistncs, assistance tn, hv (D. .V. JJt '-at) (238) , [Aht'aida) (240;. 
Education in co-operativc prim ijjIck, chs<*ntiul [itaa^inhji) 7403-4, 74(>7. 

Movement : 

Defects in [Baisinhji) (220), 73h2 ; [lUara) (340), 8339 ; [Mnstar) (430-1) ; [Bombay 
Bhroff AHSOciedion) (488-9), 9515-6. 

Has reduced the rate of interest charged hv money -Irnders {('. M. Gandhi) (22); 
{Malji) 7080 ; {Shirrtu^) (382). 
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CO-OPERATION :-~oontcl. 

PBOVlKCIAIi CO-OFBBATIVE IlfSTITUTE : 

Abolition of, Huggoated (Ankleahv}ar Nagrik Safiakari Bank) (269), (271). 

Activities of (^SArbjjT) 62^. 

Societies: 

for Artisans, formation pf, suggested (Surat People's Co-operative Bank) (115-7), 
Cattle insurarioe, working of (Malji) 7152-4 ; (Tkanaki) (277), 7753-7. 

Concessions to, need for (Banatwalla) (208-9), 7299 ; (Ankleahwa/r Nagrik Sakakari 
(269), (270), 

Consumers’, need for (1). A. Patel) (160). 

Cotton sale, in Broach, o|>eration8 of (Tkaiuiki) (273), 7890-946. 

, in Surat, operations of (P, /. Patel) (J3I). 

Befeets in (C, M. Gandhi) (10-1); (Naik) (50), 0185, 0292; illlava) (340); 

(./. V. Demi) 8880 ; [Bomhay Shroff Associatio??) (488). 

Farm, formation (4, suggested (J, V, Desai) (401). 

Insurance, foriiiation of, suggested (Tkanaki) (277). 

Membership of, restrictions { Aiikleshwar Nugj ik Sahakari Bank) (270). 

for Milibands, defects in {Currimhhoy Ebrahim Workmen' s .hint ititte) (621), 10263-6. 

^ suggostioic' to remedy (Currimbhoy Ehrahim Workmen's 

/n.s/i/w/e) (621-3), 10266-8, 10283-6, 10303-6. 

Penal interest, should not be charge^! by (Malji) (18S), 7139-41, 7166. 

Provident, formation of, advocate<l (0. M. Gandhi) (24). 

Kate of InUu’est charged by (C. M, Gandhi) 6968 ; {Naik) (51), 6160 ; (Shroff) (71); 
{I\ /. Patel) (131); (/>. A, Paid) 693(» : (Koreidti) (173), 7049-52 : (Banatwalla) 
(205) ; (G. a. Desai) (302) ; (C. Paid) (322) ; (lUava) (340), 8340-1 : (J. V. Desai) 
8881 ; (Parikh) (441) : (Bombay Native Plecegoods Alerchants' Assoriafwn) (46fi) ; 
Currimbhoy Elmihim Workmen s Institute) 10298-302. 

Hale : see umler MARKETING. 

Village, defects in (Surat People s Co-operative Bank) (105-6). 

, working of (Surat People's Co-operalive Bank) (105-6). 

for Weavers (Aim aula) 7668-9. 

for Zemindars, crgariisation of, advocated (Malji) ( I S5), 7084-8, 7131, 71 55, 
7228-9; (Pandya) 8188-9. 


CREDIT : 

AaRiCTTLTURAL : SBC under that head. 

Facilities, expansion of, suggestJons for (Skirras) (3S5-6). 


INSTKUMENTH OF : 


Cheques : 

(Oioque-habit, growth of, state))uuit sliowing (Ahnanlo) (25J ). 

^ gi‘own « JiorjuoiJBly on aecount of the abolition of stamp duty 

(6’. M. Gandhi) (27): (Mtilji) flS9) ; {Vakharia) (326); (Ahmed- 
abad Milloirners' A ssocAai uni) (363); {Bombay Native Piecegoods 
Merchatiis' Jssociaiion) (471); (Kothary) (482); (Bombay Shroff 
Association) (503); {Manvari Chamber of Cofmnerce) (535); 
(Bombay Chamber of Commerce.) (560); {Bombay Shareholders' 
Associaiion) (570) : (Maharashtra Chamber of Commerce) (595). 

suggestions for further promoting (C. M. Gandhi) (27): (Naik) 

(58) ; (Jmlar) (97). 6433-6 ; (IX A. Patel) (165); (Malji) (189); 
(i). N. De^ai) (239) ; (Almauta) (252) ; (Ahmedfdjf.id MiUowners* 
Association) (363); (Kothary) (482); (Bombay Shroff Association) 
(503); (Marwari Chamber of Commerce) (535); (Bombay Sh^are- 
holders' Amociaiion) (570). 

Number of, issued by the Hurat X>istiict Co-ojauative Baitk, statemeiit allowing 
(C. M, Gandhi) (26). 
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mSTEUM»NT^ OF :-~contd. 

CkE 1>IT KtyTK : 

Sample of (A aiX) (59). 

HtTNDIS ; 

Discounting of, difliculties of. {Jadar) (89-90). 0994-S ; (Bimhay Bhroff A aaociaiktu) 

Hindi c‘ ha rat tciH should he used in writing {Manrari Chamber nj ('onimeree) 

Indispensable f«jr the internal trade {Marwan Chamber <tj (kanimrce) (523). 
Kinds of {C. di. frandhi) (21); {Bornhay BhrafJ A (491); [Marwari 
Cfiaynieer oj Commerce.) (527-8). 

Mudati, disuse of, causes of {Bomboy Shrojf Aeic^oruit ion) iCA4, 9585-0; 

{Marivari Chamiter of Cofnmcrce) 9070-5, 9714*52. 

stamp duty on. should bt* abolished {Bharati/f) (132): (d/. J. Mehta) (234); 

{(ra maihnni/h Jhtbsinyh) (235) / {T. IL Mehta) (2(‘>0), (207) . Ahmedabud 
Shroff Association) 8945-8, 8983-4 ; {Bombay Shroff Association) (491); 
(Alartvari Chamber of Commerce) (523), 9074-5, 
j Popularisation of, .sugoesteti (Jadar) (!03-4); {A/arirari ('haaiber of Conitnerce) 
(523). 

Samph* of {Mai/c) (59). 

Shahjog, suggestions rc {Mariraei Chamber of ( 'omnu tce) (528). 

vStamp duty on. should l>e r('duee<i (liomt>ai/ (.'homt'cr of Contmcrcc) (550). 

Standardisation of, ikhsI bu {Shirras) 8759-02, 8779. 

Kh ata : 

Sample of {S' ail) ((>(•). 

IpKOAiissoKT No rns ; 

Sample of (A'uc/ ) (()l). 

Tuade JiTi.Ls : 

Jntroduetiiui of, }a\ <>urc<l ( A h tnedabiai A! Uloirnc rs' As,soriulion } 8(>80-4, 8089-92. 

I) AUCHAN D ViRCHANJ), Shet, Sill at : (133-135). 

DEKKHAN AGRICULTURISTS’ RELIEF ACT : 

General {Khandwaila) (135-0): {Banala'iilla.) (2J0-1); {Itaisinhji) (220); (Bombay 
JShroJf Association) (488), (492-3). 9588; {Bvnjahi) (033-4). 

Has been misused (A nkleshtcar Xagrik Sahakari Bank) (2i.'>U ) : {AI aharashlra Chamber 
of Commerce) (594). 

Has eausf'd damage to the inkTests i>l’ agrieult urist s {Xaik) (51-2); [K hand walla) 
(135), (130): (/>. .1. Paief) (102), 7075-7; (Bafiatwalla) (2l0); {Cesai) (238); 
{Alrnavla) (246): {7\ //. Aiehla) (250): CVhanaki) (275-0); {(!. C. liestii) (304); 

{Jllara) (341); (*/. 1. Vtsai) (401) ; {}*arikh) (445); {Altiiiftrashfra Chamber of 
Commerce) (594); [Punjabi) (03.3-4). 

Has caused hardship to ikunba\' merchants {Maharashtra C/auntwr o/' Comtnerr.e) 
(594). 

Should be auuuuled {Xaik) (51-2); (Alalji) (l87). 7078-9; ( Pianaiu'alla) {21}); 
{Alma via) (240): {Pandya) (2/13); {Vakharia) (324); {('. C. Candid) (339); 
(lUara) 8330,8405; (J. V'. Desai) M)\ ; {AJarwari Chamber of Commerce) (531); 
{AlaJiarashtra ('hamher of Commerce) (594), 1(9)80-3. 

Sliould Lk’ rcfwab d (C, J/. kV/e//^t) 5874 ; {Bharalin) (13.3); (Seth Ikdichand) (135); 
{Khandu'aila) (135) ; {M, /. Mehta) (232); (Cymansinyh Jialsingh) (235); {D. X\ 
liesai) (238), 7500; (7\ //. Aiehla) (266); (Anklcskirar Nayrik Sahakari Bank) 
(269), {21l))\ {Thunaki) (270), 7745 ; (7/. M. Mynshi) {4\1) : {Parikh) (445); 
[Bomdmy Shroff Association) (492-3). 

Should lie rejK^aled or amended (i>, .4. Pate}) (}(>3); (D. X, iJcsai) {2^A1}, 
7500 . 
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Ceuai, Mr. U. N., M.A., LL.B., Broach : 7437-7614 (236-239). 

BbsaI, Mr. O. (}., M.A., Bistrict Deputy Collector, Bnjaih : 7992-8059 (302-306). 
I>1B8AI, Mr. J. V'., Ahmedabad : 8835-S90I {399*4(>2). 

EDUCATION ; 

Banking, need for (Shirras) (38H). 

Co-operative : M&e mder 00- OPIli RATION. 

Priniary, need for {Shirra,'^) (I{854>); {PariLh) (44r)) ; { fUnnhay (■hamher of Commerce) 
9877. 

StatisticH regarding fiterary in India {Shirrm) (ISHti), 

Exchajh’oe Banks: vuiUr BANKS. 

Gandhi. Mr. 0. G., .4nkieMhwar: (.‘{.■J5-339). 

Gandhi, Mr. 0. M., B.A., Chainnaji. Surat Jli.striit Co-uptnalive Bank, Ltd,: 

5H«8-m>7l (9-27). 

Gakrktt. Mr. 3. B., j.C.S., Conuni^-iHiont r, Noriliern Division, Ahniedaliad : 8410- 
8479(359-303), 

Gold Standard and Gold Gurn iu y. i slai>lishn»ent of, in India, advocateiJ (Ahtnedabftd 
MillowntrH' (31^3), 8.~>99-r)9u ; { !Unnlu:ij tShroJf A.‘is(>i’i(tf i(fn) (502) ; {M anvari 

Chamhtr of Couimvrrc) (5.34): {M u}toyoi<ht)(f ('hawhir of Poiiintem) (599), 19935-9, 
10077 ; {Podar) (()(M). 

G OV KENMENT iS EU UKl'l J KS : 

Kacilitit^s fo)‘ joirchase and sale of. are reasonable [Homhay ('honiher of (A>)ii}uerce) 

(^>^*» 9 ). 

sbould l>{‘ e.\lende(.l (Kovei-yhi) (J77); {Ahnmdit) 

(25t); (.ftomhau Shroff 2 j,s’..sY>cm//e/( ) {5tt3) ; 

{Satu-c Sharr and Siovk Jirokera' A.sv»ori«9Vm) 
(543-4). 9784-5: [Bomf my Shareholder's' ABHocia- 
(ion) (59S), (.599), 9883-92. 9!»99- l5, 9917-20. 
System of inuntiily wl ilmncnts, advocated {S'oUrr. Share and Stock Brokera^ Aesocta- 
(ion) (54*4), 9781-3, 9823-7. 

GtrMANSiNOH. Dalnino'II, Mr., Broach : (234-235). 

Hundis : vre nmhr CRKf )1T, I NSTHl'MKNTS ( )K. 

Illava, Mr. pADAM.fi K.. P.r<*arh ; 8320*8409 (310-341). 


IMPERIAL BANK OF INDIA : 

Advaiuics to industrial conccrjis, statement sllo^^ ing (Shirras) (383), 8829-30. 

Appointment of Shroffs as Agents of, sihemefor; .see under INDIGENOUS 
lUNKKUS. 

Branches of (G. il/. Ga/eZ/n ) (27). 9090 : {Maftrani S armdas) 9835-9, 9847-54 ; {Kore^i^ht) 
9979*8(> ; {Midji) 72tH : {f / innn?ts{ »yh DaJsinyh) {'2oo) ; {T, IP Mehta) (299): ( Vakharia) 
8219-9 : {Shirn(‘<) (381), vS757. 8795. 8833-4 ; {Parikh) (449) : {Bombay Native Piece- 
goiMh' 3I(rchanU\A>s.sociatiov) (47 i ). 9393 ; {Kofhary) (481), (482), ■94.18-9, 9443-4 ; 
{Bombay Shroff Af<mriation) (490), (495-9), 9.540; {Jlartrari Chamber of Commerce) 
(531-2), (536); {MnhaniMra Chamber of Cornmercc) 10093-4. 

Play important part in timuieirig the marketing of cotton {Vakharia) (323). 

Relations of, with co-operative banks : ,see ?(7n/er CO-OPERATION. 

with indigenous l)ankers : vvre under INDIGENOUS BANKERS. 

— » » ith joint stock banka {ShirrtJts) (382*3), 8776-8 ; {Bombay Native Piece- 

good Merchants Asmemiioti) 
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QlDEBTEDNiai : ^ 

Causes of {BkiMimno) (144); {Thanaki) (275); {Pvvjabi) 

Objects of (Shroff) (74) ; (Jt M. Mufishi) VKH^-.*! ; (Porikh) (443). 

Kedemption of, need for ((’. M, fufiuPix) (ID); {Nuik) (-Id 7). lUHM-lOO. (>158-0. 

— — ^ S(4ieine for {ShrojJ) (73). 6221-7. 

Kcononiic enqiiirv into the qiicMt ion of, need for{( '. 4/. Hamihi) (16) ; {Thanaki){2l4)^ 
Getteral (X>. A/ IW) (161); {.ilmavla) (2-15): (Ma^^fer) (420-30). 0l0(i; {Parikh) 
(443-4); {MoharaHhira CharnUr of < 'ourou'va ) (5(6{) ; (Punjahi) (631-2). 

Volume of, in British India {Makar oshira < 'kata her of ('onijt^ free) (502). 

— , in Broach {Thanal'i) (274), 7737 : {('. (i. (randhi) (330). 

— , in viMagcff {C. M. ^hutdhi) (IH), 5SS(M», 6021-6; [Naih) (47), 6147-51 ; 

{P. L Pate!) (lllO), (131); {Bhdadiralla) (144), 6688-0 ; (Jo^v/,?) (288), 
7864-5; {P. M, Maa,*<hi) 0000-11 : {Al (inter) (433), 91o2-5 : {Punjabi) 
(631-2), 10333-8. 1034S. 

Ikdiak Companies .Ait ; 

. Amendmtnits of. sn^^iie^ted {Pohdanj Shoreho!d< rP A-ssaeiatiort) i570-l ). 0806-0, 0030-1. 
Defects in {Bombaif SharehohJer'i' Ansoriati;//}) (,570). 0030-1. 

Indian iNsrHANOK (‘u>irANiK> Assoc iation : 006o- 100(0 (582-583). 

Indian Stamp Ac t : 

Operations of, cnHail err<iit i Jadar) (04), 

Should be remodelled {D. A'. Jh'-'«u) (237). 7471. 

INDIGENOUS BANKERS : 

Appointincmt of. as Aticnfs of 1 lu i in]ieiiul Bank, schc-me for, favoured (Aaf/;) 6160-72 ; 
(Jen/ar) 6380-02 ; (Seth J )<f! n harol) {{Mi) :{M. /. Medda) (233) ; (/>. A . />r.S7fi) 7513-4 ; 
iShirra^) 8750-6D. S7"’4 ; { Ainnedahad Shroff .4 x.sof 8068-70 ; {Lafji JSnrari ji) 

0241-2; {Bomhoif Sallee Pieeeyjoods Merchants'' ,4 A.vor/7/^/o// ) ( 460-7(i), 0304-5; 
{Kolkarti) (48 1), 0461 -7, 06l2-2(>, V>624-6 ; {Marieari f 'ltaitiber <>f Cotnmeree) (532-3), 
06!>f)-S, 0728-30, 0730-40 ; { fUnntxiij ('hainln r of (lonenierre) 0844-6; {Podur) (606). 
Business ineth<uLs of {M. /. Mehta) (220-32) : {T. //. Afehta) (261-5) ; {Bombai/ Native 
Piecegoods Merchants' Associatior; ) (468-0); ’(Kothari/) (470-SO) ; {Bombay Shroff 
Aseoriaturn) (404-5) ; {Marwari Charnber of Conufuree) (525), (526), (530). 

Classes of {Marwari Chamber of Commerre) (525) ; {M aharashtra Charnber of Conirnerre.) 
(503); {Podar) (604). 

Difficadties cixperieru ed by, about the. eiupiiries of the Iruoniotax l>c*j>artnient 
{AI. /. Atehta) (233); {Ahawdahad Shroff .t.svfoend/Vo/) 8055; {Bomtiay Shroff 
A ssociat ion ) ( 4 00) . 

Finance agrieuiture indirec tly, trade and iiuiusiries (<’. AI . Oavd/ti) (21) ; {Ahrnedabad 
AliUowner.r Aasoc/ialion) (360), (361-2). 8520-2, 8576. 8585-8; tPanehkuva. 
Cloth Alerckants' Anmeiation) 8705-6; ' AVrtrm.v) (382 ), 8770: (,/. j’. JJemi) (402); 
(Parikh) (445); (Bombay Shroff . k^‘>or/7//5.r/ ) (403-4); {Alarwari Chamber of 
Commerce) (525-6) ; { Alaharashtra ('handar of Commerre) (503). 

Finance seventy-five per cent. c»f thc' lota! infernal f radc^ {Marwari Chamber 
of Commerre) (525-6). 

Financing of agriculture by (AJarwari ChamUr of Cowmerct) (521), (522), (525). 
Financing of the inarketing of erops by tAlanvari Chamber of Commerce) (521-2). 
Finns of, in Broach (AP !. Mehta) (220-30). 

Functions of (6*. Al . Gandhi) (21); (Jadav) (00-1); (72 H. Alehta) (264); {Parikh) 
(445) ; (Kothary) (480) ; {Bom bay Shroff A finoclai ion) (403), 0575 ; (Alartmri Chamber 
of Commerce) (525) ; {Bombay Chamber of Cornmerre.) (.558-9) ; (Alaharmhtra Chamber 
of Commerce) (502-3 ). 

Kinds of loans advanced by {AJarv'ari Chamlter of Commerce) (520). 

Money-lenders and, distinguished (Jadar) 6-124 ; (T. //. Mehta) (266). 

No prejudice agaiinst (Kothary) (480); (Bombay Shroff Association) (408); {Marwari 
Chamber of Commerce) (530) ; {Bombay Chamber of Commerre) (550) ; { M aharashtra 
Chamber of Commerce) (503). 
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INDIObHOUS BAmCEBS cont<i. 

Rato of interewt charged by (C. M. Gandhi) (22) ; (Naik) (53) ; (BharaUa) (133) ; (8^1% 
Dtdichand) (134) ; {Motiram Namidas) 6802 : (Malji) (188), 7202 ; (Almavla) (247); 
{T, H. Mehta) (266-7); {ShirrnH) (382); {J. V. Jiesai) (402); {Ahmedabad 8hr^ 
AsHOciafwn) (400), 8916-6; (//. M. ^fun8U) (417 j, 9007; {M. P. MunsU) (426); 
(Parikh) (446); {Koihary) (480;: {Bombay Shroff Aa^ociation) (488), 9490-4; 
(Marwari Cha>nditr of Commerce) (529-30) ; {Bombay Chamber of Commerce) (559), 
RelatioiiK of, with ou-operative banks (Jadav) (91-2); {Marwari Chamber of 
Commerce) (527), 9668-9. 

~ , vvith the Imperial Bank (C. M. Gandhi) (21); {Jadav (91*2); 

(KhamlwaUa) 6563-5; {M. L Mehta) (233): {T, H, Mehta) (267); 
{Ahtnedtdmd Millownertt' AaMoriatio'n) (362), 85S2-4 ; {Ahmedabad 
Shroff Aeeocinfion) 8922-7, 8975-7; (Parikh) (446); {Lalji Naranji) 
9268-77 ; (Kotharif) (481) ; {Bombay Shroff AsHociaiioii) (495-6), 9591-4» 
9627-8, 9641 ; {Marivari Chamber of Corn 7nercp) (527), (531-2), 9666-7, 
9739-43 ; {Bombay Chamber of Commtrre) (550), 9856-7 ; {Maharashtra 
Chamber of Commerce) (593) : (Podar) (606). 

^ with one another {Bombay Shroff Aesoaatton) (495) ; (jl/«ric^ir/ Chamber 

of Commerce) (526): {Bombay Chamber of Commerce) (559); 
{M oharashtra Chamber of (Commerce) (593). 

Should be linked up wuth the central banking organisation {Maharashtra Chamber of 
Commerce (592-3), lOOTf). 

Should lie linked uj) with district <eiitra1 co-ojcrativc hanks {C. M. Gandhi) (23); 
{Jadav) (02-3) ; (Almanla) (247). 

Should lie registered {Jadav) (93), 6410, 6451, ti459-t)4 ; {Mi>lt}mn Xarsidas) (152). 
681 1-3; {Ma-skotC {Mi) {Ahrnedabad AI ithivncrs^ Asuociaiion) 8642-7, 8666-6; 
{Ahmedabad Shroff Asnoriation) 8964, 8978; {Bombay Chamber of Commerce) (559), 
9845. 

Should fonn themseKes into an i\ssociation (Shn/os) (382), 8775; {Kothary) (481), 
(605-7), 10094-118. 

Should publish audited balanc<‘ sheets {Jadav) (93), 6409 ; {Maskati) (171) ; Bombay 
Native Piecegooda Merchants' Association) (469), 9379-81 ; (Bombay Chamber of 
Commerce) (560); {Maharashtra Chamber of Comrnera) (593). 

Suggestions for improving the position and status of {Boinbay Shroff Association) (499), 
9562-5 : (Podar) (605-6). 

Sysf(un of accounts of {T. H. Mehta) (265): {Boynhoy Shroff Association) (500); 
{Marwari Charnbci of Commerce) (530). 

INDUSTRIES : 

Department of, should be -well -equipped (Master) (430), 9145-8, 9J52-3. 

I)evelo])inent of. sugireHtion^ for (Ma^^fer) (430). 

Hosier^’, seheine for (Bombay Hosiery Merchants' Association) (578-80), 9943-69. 
Industrial Bank, formation of, need for {Maharashtia Chamber oj Commerce) 10066-7. 
List of, in Kaira (Master) (430). 

Small : 

Allied to Agriculture : 

List of {B. S. Patel) (80) ; (Matji) (188). 

Organisation of, defects in (Naik) (48-9). 

Should be organi.s<‘d on eo-ojH'rative lines (('. M. Gandhi) (19-20); {B. S. Patel) 
(80); {Surat People's Co-operative Bank) (106); (Ahnavla) (250); (Pandya) 
(312); (Garrett) 8443. 

Kot allied to Agriculture : 

Organisation of, defects in (Naik) (49-50). 

Should be organised i)n eo-operati\e lines {C. Af. Gandhi) (20) ; (Pandya) (312). 
Statement of (Braharn) (4). 

INSOLVENCY ACT : 

Provincial ; 

Operations of, curtail credit (Jadav) (96). 

Should Iw abolished or amended {AI, 1. Mehta) (232), (234); {Ankleahwar NagHk 
i iluwA ) (269), (270). 

Should l>e amended (Jadav) (96); (Bhafatia) (133); (Vakharia) (324), 
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IHSOLVENCr ACT contd. 

RtrtiAL : 

' Suggest^ (P. L Paiel) (132) : {Maljt) (187). 

msURAKClE : 

of Agricultural produce, scheme for (Maijt) (lb6). 7Jii2>4, 7178, 7225-7, {Thoftakt) 
(277); (Indian Insurance Compamcs Association) 9981. 
of Cattle, suggested (Malji) (185), 7152-4, 7225-4. 

Companies ; 

Foreign, Operations of, should bt‘ icstiicted (Bombay Shroff Assoaation) (602); 

(Indian Insurance Companies dt'^sororOort) (585), 9982-4 , (M ohnra'Shtra 
Chamber of Commctcc) (.590), 10059-00. 

, lelations of, with Indian Insiiraiue Companirb (Indian luMiranie Com- 
panies Asso(iaiion) (585). 

Indian, lelatiorib of, with EMhaiige Banks (Lalji I^oranji) (455 (>)> 9285 . (hidian 
Insurance Companies Assoiiation) (585), 9977-8. 

Should be* formed on co-operative pnrieiples (C. M. Candhi) (24) , (Thanuki) (277). 
Habit, causes foi (he slow growth of (Lalji Naronji) (454-()). 

, development c»f, suggestions for (Lal)i Naranji) (454 0), 9245-52. 

Life, development ol, suggestions (Mosfn) (452). 9157-40 . (Lalji I^o’aianji) (454-0); 

(Indian Insuiana (^ornpames ‘.‘.or ?u/m/?) (585), 9975. 

Postal (Bf 1 ( 0 ( 0 ) KM 59-00. 

INVESTMENT TRUSTS : 

Formation of, favoured (Bombaif Aatiri Piereipjods Mfidianfs^ A '>so( iation) (471), 
9570-4. 

— , not fasomed (M aharashha Chambei of Comniene) (597), 10061-2. 

- , (Ml ( o opt‘rativ€ Imsis, je< oin mended {(\ AI . Gandhi) (27) , (Jadm) (96). 

(iovernment should guarantee intciest (Til/ Gandhi) (27). 

Suggestions re (Nahrt Share and Sto( k Brokers^ A-ysonatiou) (544), lt787-97, 98IS, 
0855 4 , (Bombay ('hamber <fj ( ommint) (501). 

Jajdav, Kao Sahel) \. C., Surat . 0571-0404 (89-97). 

Joint Stoc'K B4.nk8 : See under BANKS. 

Jo8Hr, Mr. V. K., Sajod, Aiikleshwai, 779()-7991 (287-2!>2). 

Kham)W^alla, IVfi. M. S.. IkA., Surat b5t)()-(>()()0 (155-157). 

Kinkhahw AT.i A, Mr. I. N., Sural. (L^T-loS). 

Kokeishi, Mr- A. ()., M.A., Chillectiu, Broacli . (»9,")7-7009 (175 177). 

Kotuarv, M’’. C. M., Bombay 9402 9 407 (479 482). 

KrLKARNi, Mr. S. B., Sr^crctarv, Curiim))b<*\ Kbrahim M or kmen s Institute, Bombay : 
10222-10500 (620-625). 

LaUi Naranji, Mr., M.L.C., J.P., Bombay ; 9211-951^ (452 457). 

LAND MORTGAGE BANKS : 

Capital laihing for (Naik) (40), 0179-82; (ShroJJ) ("Bi) - {Baisinhp) ('J^ii)) , (Ahnaula) 
(250) , (./. 4 . Thsai) (401) ; (Muster) (429), 9075, 9152 5 , (Paukh) 9205-0 ; (Bombay 
Native Piec^oods Merchants' A ssot tatto 7 f) (407), 9541 
Debentures of. Government should gujuanttc the j>iin<i]al and inteiest on (C. M. 
Gandhi) ill) ; (N aik) (46); (Shro^)(ll\), (Prtrww/?^G (219) . (Ahnavla) (250), (J. 4. 
Desa%) (401), (Native Share and Stock Brokus Assfu lahon) 9855-8. 

ISfjiabhshnient of, favoured (Natk) (40). (Shroff) (73), (Bhdadwalla) (143); (Malji) 
(187), 7205, 7222: (Banatwalla) ('HG) . (llaismhji) (219), 7,505-4; (Pandya) (512); 
(C. D, Patel) (522), (325) , { I akhasia) 8257 . (J. I . Denti) (4<W)) : (I), S, Patel) (407) ; 
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LAW) MORTGAGE BANKS oontd. 

(Ahm^dabad Shroff AssotiuUon) (40^4), {MmUr) 428 <) {Panlch) (443), ©2*5; 
{Bombay Natite ptecigoodH Mndianin^ Ahaot latton) (407), {Bombay CKmiber if 
Commerce) 9854 

Kat<i of interest {Nail) (40), 0112, 0144 6 , {Almavla) ( J50) , {0 O. I)e»at) (302), (303) t 
{J, V. Beam) (401), {D aS Patel) (407) {Ahnudnbad Shroff A ssoctoiim} (403)r« 
{Master) (420) 

Should be uridtr (^tovdiiii ( tit tontrul {Bombay Chamber of Commerce) (557), 

Should ha\e tlie pouci of forc<lo<^ure aid «ak {C Al Ctnidht) (17), (Shroff) (74); 
{J. V, Be at) (401), 8807 S (AfaaUr) (420), 0(01 2 

land mortgage credit ; 

Mortgage and salt of land, rights of, rtstiultd nndtj ustruted tenures (Braham) 
(3), 5804 , {Bhiladu alia) (144) , {B A Paid) (101) . {Kouisht) (174 5) , (BancUwcUla) 
(200 10), {Almaula) (240), {O 6 Besai) ( 0.*i) (Pm dya) {312), 8163, {Garrett) 
(361.2), {Partlh) (443) 

Mortgage doruiTHuiM Mlioidd 1»< in swoj h Ian im ( {f^indatj of Commerce) 

{r^51 H) 

should contain a biuf abstiitt of the title {Bombay Chamber 

of Comm era) (557 8) 


Land liEVENUJ:. Oonr 

Amondruent of, advocattd {Matjt) (187) 

LAND TENURES : 

Bh^dan, potuUardus of {Kattishi) (174 5), 7001 5, 7237 , {Banaiualla) (^09-10); 

(Thanahi) 7703 , {Aloosabhai Hassanbhai) (286) 

Bhagdari Att, should bo abolished or rnodifitd {Banatualla) (210), 7289 90, 7306-9 , 
{B A Besai) (2371, (2 18), 7472 3, 7500 

^ should be modified {liai<>inhjt) (210) 

, should not Ih abolished {Moombhai Hamnidiai) (2S6) 

Narvadari A(t, should be modifud {Hai^iniqi) (210) 

Talukdan, pi cub antic s of {Banaiualla) (200 l(i) , {Batainh/i) (7327 33). 

Talukdari Ait, should be abolished {Banaiualla) (210) 

— should Ik Tnodifud (Boisinhjt) (210) 7340 


LAND VALUES : 

Average vahu pe i lun ui agiuultuial land (Biaham) (2) {( AI Gandhi) (16) , (Naik) 
(45), (eS/iro//)(73), (if aS Patel) {!<) Hi)) {Bhilai u alia) {]r\) , {B A Pafef) (160-1) , 
{Koremht){\14) dPoi^inh)i){2iH) ,{J) A B(wi){Jih) {Thanaki) {21^) , (^oosabhen 
Hasanbhai){2Hry)AJodii){2^)l) {G G Bi^ai){,>i)2) {J ^andy a) {dl2) , {C G Gandhi) 
(338), {J 1 Bchdi) (100), {Ahmfdabad Shiojj 1 ssuo<//u>a) (409), {R Al Munshi) 
(416), (>/ P Afw/is//i) (420), (Afov/er) (12S) {Pardh) {U2) 

Factors on whu h the \ alue oi agiu iiltuial land dini nds {Biaham) (2 3) , {C M. Gandhi) 
(16), (AtnA) (45), (ASAri)//-) (7 1) , (if aV Paid) (79 SO) (AorteMt) (1 74) , 

(187), (i> N /Icstn) (238) {1 hannkt) (273) {Jodu) (201 2) , (f7 G. Besai) (30Z) ; 
{Fandya) (312) {] alhana) (320), (Garrett) (351), {J 1 Beaut) (400); (R. jh. 

Mi/nWo)(416) , {AlaaUr) (42s) 0081 2 (Pan! h) (442 i) , (Punjabi) (680-3). 


LIMITATION ACT : 

Operations ot, lurtail i rod it (Jadan) (05) 

Mak^eashtea ChaMbek 1)1 CoMWERti 10002 10087 (590 597) 

Mawi, Diwan Bahidui A U, Ouiaional Honorary Oigamser, Co-operative Soeurtieft* 
Northern Dhision, Broach • 7070 7250 (3S4 189) 

Mamlatdaks’ Courts Aci 

Amendment of, need for (Maht) (186) , (R Af. Munshi) (418), 0(K1H. 
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JIAKKEtm#: 

Qo-0|iera,tiji^^ difticuities in org^niHing (B. Bate!) (79). 

^ not practicable {Marwari Chawijer of Com^mrce) (622). 

- — ■» - y fluggeBted {Bombay Nattve P^ecegoods Merchatiia' Aaeoctatton) (4;67); 

{Bombay Shroff Association) (400). 

Co-OperatiVe Bale societies, fonnalion of, suggested {Braliain) (4), 6816-0 ; {Shroff) (73) ; 
(Korei^i) (174); {Almavla) 7020 ; {O. G, Desm) (30:}) ; (/^arn^o) (311), 8140-60, 
$176-6 ; (OarteU) (361 ) ; (i>. S. Patel) (407), (408). 

Oot^Oii Markets Act, advantage of, is not a\ ailed of {jSaik) (44). 

, favoured {Bombay Shroff Association) 9605-S. 


Cotton {Naik) (44) ; {Shroff) (72) , {B. S, Patel) (78), 02S8-90 , {JK A, Patel) (159) ; 

(Koreisht) (174), 09SH-94 , {Malp) 7121-4, 7186: {Baiswhji) 7372-9; 
(/>. A. Desai) (2:17), 7461-01; (Alnioida) {'M), (248-9), 7660-06; 
{Thanaki) (273), 77l4-:>0 ; {Josjfii) (289-91), 780() 78 , {0. G. Pesai) (30.3), 
8011-8; {VaUtuna) (323-5), 8190-212, 82.69- 7S ; {(\ G. (338) ; 

(lllava) 8356-06; {Garnti) 8419-23, (74. S. Patel) (408); {BawlaivaPo) 
(424-6) ; (37. P. Mmibhi) (426) , {Piitijabi) (630). 

, defects ot the system of (Joshi) (289-90), 7879-96. 

, suggestions of the Indian (Vntral Cotton Oommittoo n {Bombay Chamber 

of Cornmene) (665 0). 

Fruits (B. S, Patel) (79). 

Grains (D. A. Patel) (169), 

Juar (Joshi) (290) ; (66 G. Gandhi) (338). 

Lang {Joshi) (290) ; (C. G. (randhi) (33s). 

Mangoes (Shroff) (72), 0244 , {Hhilad walla) 0701-8, h770-6. 

Molasses {Shroff ) (72) 

Paddy {Shroff) (72). 

Tobacco {B. S, Pate!) (78) , (Pandya) (31 J), 8l29-4(‘ . (Paulh) (442). 

Vegetables {D. A. (169-00), 0960. 

Wheat (D. N. Di^ai) (237), (Joshi) (290), (6. 6. Gandhi) (338). 

Finance for, eM->tiiig fat liitu’s loi (Anik) (46) ; {G, 6. Disai) (2,03) , ( Vakhana) (323-4), 
8248-64: {Bombay jAaiin PitCKfOodn Merchants'’ Assoiuiftou) (460 7), (Martnan 
Chamber oj Commtni) (621-2). 

Methods of {('. M. Gandhi) (14-6), 6960 1 ; (Gairetl) (361) ; (7. I . JJesai) (399-400), 
8853-7 ; {Pdrtkh) (442), {Bombay Shroff Association) (490), {Alar won Chamber oj 
Commerce) (520-1 ). 

Pools, formation ot, favoured {Bombay JSafiie Pucigoods JJ n chard Assonatwn) 
(407) , {Bombay Shtofj yls90( latwv} (490). 

— not prac ticablt' ( J/u/ a un r o/* Cion rnni () {ti22) ^ {Alaha- 

rabldra (Jhamba of Corrimi ic() (694) 

, on ( o-upenitiv e favoured (Aaik) (44), (46), 6137; 

(llaisinhji) (218), (I). A, D(sai) (237), (^l/wa?</ri) (248-9) ; 
{Ahmcdabad M iUowih is ^\sso( lahon) (300). 

Regulated markets, toirnation of, favound {Almavla) 7624, 7628 ; (Master) 9136. 


Wabehott.seh : bie uruht that hfad 
Mabwabi Chambeh of ('oMvir.iu r ; 9660 9762 (620 535). 

Masbati, Mr. Tayabhai Mvij^a Ma uom k ua i u, 8urat : (171-172) 

Mastbk, Mr. A., l.G.S , Coliec Oir, Kaira : 9o63 9153 (428-4,33) 

Mbhta, Mr. M. I., Broach : (229-234). 

M|;^a, jyir. T. H. , Ankle.^hv^ai : (264-267), 

MONEY-LENDERS : 

Licensing of : s{p under MONKY-LEJSDKiiiS' ACT. 

Maintenance of regular books of accounts by (C M. Gandhi) (22-3) , (Naik) (64), 
6204-6 ; (Jadav) (93), (T, H. Afehta) (267) ;{M. P, AIvnshi) (426). 
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MOMsy-LEtrOERS cont<X. 
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Patiian, late of uiterchl chaiged by, ik exofbitant (lUam) (341), 83^9-31 ; 
abad Mi/lowner^* A^aociaiton) (8626*8); {J. I . Demt) (399), (401), 8889; 

Shroff Aseoctaixon) 9510 1 ; {('nrrtmhkoy Ebrahxw \\ ot hnen " m Inattiv(e) (6^)^ 
10261-2 

ProfewHional, rate ol iJiteret«t < luirgeci b;y {l*unjain \ (633) 

. ^ leiations of, vuth agiicuhurihts {Punjabi) (633) 

Rate of interest < barged b> {(' M . Oa/tdht) (12), bU63 6, 6070-1 , (JSaik) (47), 6116-9, 
6164, (ShofJ) (71), (72)‘, 6239 41 , {D. A. Paiei) 6940-2, {Korushi) (173), 7047-8{ 
(Malji) 7163. {Banaiaall(i) (201), {Hatainhji) 7433, {il^anaU) {212), 7706*8; 
(Joahi) (2H7), {(t O' D(-h(u) 8042 3, {Sayji l)ahh/ii) (309), (Pandya) (310-1); 
{(', IJ Palp!) (322). {ll/avn) (34(»), 8338 , {Garrett) {‘360) , {Ahrnedabad Millcrwntra* 
AMaociaiwn) 8528, (Paihhkma (loth Menbant**' Asaociafion) (377), 8745, (*f. Y* 
/>eyr/f) (399), (401 ). 8869 (/J S (406), (407), {Ahmedabad Sbrofj Aasocid^ 

turn) (408), 8937. (Bau'fau aUa) (425). (^V) P, Aiunbhi) (426), {Master) (431), 
9093-4, 9098-9, {/V// <U) (441 ), 9107 8 , ( Ao//m/^) (480), 9429 30, 9445; {Bombay 
Shroff A^Hot lafttiu) 9608 9, {Gurnwbhay hhiahim WorktncP Jnf^fitute^ (620-1), 
10259 61. 

Relations of, with as^t i< ult unst^ (f. M Gatnlhi) (9-10), {Naik) (43), (oV/,: 

walla) (204-5). (206), {ThAiriaki) (27J-3); {Josh) (287-8), {Pa7idya) 
(310 1), {lUam) (340), {Garrett) (350), {J. Ihsai) (399), (4tKl) ; 
(D S Patel) (406 7), {Pankh) (441). 

, wotli railllniinR [Cunimbhay hhiahim \\ orkinixi s Jnstifutf) (620-1). 

iSindhi, relatioriH of, \u1h agneultunf'tH (./ I . Pesm) (39f>) 

MONEY-LENDERS’ ACT ; 

Introduc tion of , tti\oiired (Malji) (188), 7158-9; {Baisinhji) (220), {T H, Mehta) 
{'im), (267), (Pandi/a) (313), 8162-4, {M . P. Mvnsht) (426); 
{Punjabi) 10362-71. 

— — ™ _ , not tavoiiiod (/>, iV Jh nai) {23H), ItjOl-H) , {A hmidabad Shroff Asso^ 

nation) (409), {B M. M uiusht) {ill) ; {Pankh) {441) , {Bombay 
Chamber oj Commern) (558) 

May be passed in the easr ol Pathan money -Jeiideie (J 1 . Dcsai) 8859 64 , {Currmhhay 
khrahnn Winkmni *t In dilute) (622), 1(5270 5. 

Moosabiiai llASAMjriAi, Mi , Broach . (285-286). 

VloTiRAM Narsidas, Ml , Sluat : 6790-6878 (152). 

Mujohi, Mr. M. P,, Prewident, Dholka Mnim ipalit > . (425-427). 

Munsiti, Mr B. M., H A., LL B., Ahmedabad . 8998 1M)52 (416 41 S). 

Magji Dabrai, Ml , Jambnsai . (309) 

Maik, Rao Bahadui Bhimrhai Uanchiiodh, Suiat : 6072-()214 (42-61) 

Narva DAB i Ac t : under LAND TENURES. 

NBGoriABLE Instruments Act : ^ 

Amendment of, proposed {Ahmedabad Shrolf Associalwn) (409), (416) ; {Bombay Cham” 
her of Oommerce) (566-7), 9849-62 

Panohkitva Cloth Merchants’ Association, Ahmedabad; 8697-8749 (377). 

pANDYA, Mr. C. A., B.A., LL.B., District Honorary Organiser, Co-operative 

Societies, Borsad . 8060-8190 (310-313). 

Parikh, Rao Saheb T. S., Managing Director, Kaira District Central Co-operative 

Bank, Nadiad. 9164-9210 (441-449). 

Patki . Mr. B S , Deputy Director of Aguculture, Oujarat, Surat : 0262-6370’(77-80). 


Patel, Mi. C. 1>., Tiaj • (321-322). 
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Ea<| fiiftheb 1). A., B.A., Personal Assistant to the Collector of Surat : 6879- 
^ 0956(35^65). 

RaoSaheb D. S., District Honorary Organiser, Co-operative Societies, Ahmed- 

^ absa : (406-408). 

Fatkl, Mr. P, I., District Honorary Organiser, Cotton Sale Society, Sonsek, Surat : 
(130-132). 

Mr. Kamdeo, Boinlmy : lOOHS-10148 (604-607). 

Post Office : ^ 

Opening of new, policy rc {fiewoor) I6!r>0-1, 10201-2. 

POST OFFICE CASH CERTIFICATES : 

Issue of, com pc ® with io-op<*rativc banks (Maljt) 7215. 

, com})etc with indigenous hankers {Ahmedabad Mdloivrt(7 s' Assoruitiori) (363) ; 

{Parikh) (448); {Kothary) (481), 0417 : {Bomlmy Shroff Assoc iatioti) (502); 
{Maharashtra Chmnher of Commerce) (503). 

, ^ compote with mone> lenders {£). Desai) (239), 7467-8, 7405-7; {Pandya) 

(313), 8118-21; 

propaganda re {Beiroor) 10164-5. 

, Should he made more popular (C. M. (Gandhi) (25): {Koreishi) (176): 

{Moxstei) (432), 0121-5; {Nahce Shore and Stock Brokers' Association) 
(543). 

^ should be slopped {Bombay Shroff Association) (502), 0637-8, {Maharashtra 

(liandter oj (Commerce) (503); {Podar) (607). 

Kate for a ccrtihcate of Rs. lt» {Bewoor) 10177. 

Bate of interest on {Bewoor) 10203-6. 

.should he reduced {AkmfdabaA Mtllowners' Association) 8616-7. 

Post Office Savings Association {Bewoor) 10184-5. ^ 

POST OFFICE SAVINGS BANKS: 

Number of, should be extended {0. M. Oandhi) 24 ; {Shirras) 8782. 

Opening of, at convenient hours {(\ M, Gandhi) (25). 

, lu mill areivs {Native Share and Stock Brokers' Association) {r)4',i)A^'P^ *2 ^ 

0817. 

Policy rc opening of {Bewoor) 10152-4. 

Propaganda re {Beteoor) 10164-5. 

PCNJABT, Mr. K. L., Superintendent of Jjatid Records, Central Division, Poona ; 

10307-10371 (630-634). 

RAHiWAy Receipts : 

Should bo made negotiable {Bombay Shroff Assodatwn) (491); {Marwari Chamber 
of Commerce) (623-4) ; {Bombay Chamber of Commerce) (667), 9853. 

Raisinhji, Sardai Bhasaheb, M.L.C., Thakor of Kerwada : 7326-7436 (218-221). 

RECORD OF RIGHTS : 

Defects in {C. M. Gandhi) (17), 6973-7; {J. V, Desai) (400). 

Improvements m suggested {Naik) (46) ; (Shroff) (73), 6248 ; {Haisivhji) (210), 7381; 
(AlmatUa) (249); (J. V. Desai) (400-1); {Parikh) (443). 

REMITTANCE— INTERNAL : 

Delays in {C. M. Oandhi) (16). 

- — , remedies suggested to avoid (C. M, Gandhi) (16). 

Facilities for, existing (G. M, Oandhi) (16); (Naik) (ib) ; {Shroff ) (13) ; {Parikh) 
(442); {Bombay Shroff Association) (491); {Marwari Chamber of Commerce) (623). 
^ Money order oommission, rate of (Betooor) 10215-6. 
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Rjcsskvjs Bank or 1 m>ja : tte under BAKKS. 

HEVKNlJIfl DePARTMKNT : 

(Contact with the (-o-opprAtivp i>epartmpn1 (Braham) 5851 -4 ; (/>. A. Patel) 692f. 

Shiebas, Principal ({. Findlay, M. A., Gujarat Gollrgc, Ahniedabad : 8750-88^4 
(381-388). 

SimoFF, Mr. Bhagwanda« H., Diatricl Honorary Oiyanisci, (’o- operative Societies, 
KuWr: 6215-6261 (71-74). 

Shroff'S: Mee under INDIGENOUS BANKEHS. 

Sowf'AHH : j/w^cr MONEY-LENDERS. 

Si RAT Pkiifll’s ru-opKKATrVR Ba\k, J/fd., Surat ; ♦>46.7-ti5!t.‘> (165-1 17). 


TACCAVI : 


Advanced by (iovt^rniucnt tor a^ncultiu'al nnproveruents under tht‘ Land Improvement 
l^oana Act {Bruhont) (1), 5S12, 5817 ; (Garrcti) 8426-7. 

Advanced by Government in Hpcdal chhc 5» undei the A^rn ulturiHi^ l.oaiis Act {Brah<m) 
(1), 5817, 5825; {Garretf) 8425, 8471. 

Defects of the Hystein {M(ilji) { 185) ; (/iavativnUa) (2{h>), 7265 ; {Saqji Uahhoi) (369) : 

(Mdsler) (428), 9686 ; {Bombay Bhrojff A s'Ujc if itiou) ( 189). 

Per»o<l of repayment (Brafuim) (1). 

Ih)jj( y rc, Hhould Ik* active {Braham) (5845-8) ; ( />. N . J)( 7 156. 

Rate of interest on (Brah^am) (1), 5863 ; (Bnuatwalia) (205). 

S(H*urity Heee[)tod for [Braham) (2). 

l^riually ^^ranted through co-operative soeietich {Brafioiu) (2), 5817-8; (Jlu/p') 7112; 
{Bauatiralla) (265), 7306-1. 

Taluk DAU i Ait : ,v(c nnd(y^ LAND 3’ENUKES. 

TifANAKi, Mr. H. H., B.-\., LL.B., l>i«tn<*f Hoiutrar^ Oriiaiusci, Co-operativi* Socn*tics, 
Aiikleshvvar : 7676-7795 (271-277). 


TRADE : 


Foreign, tinanee for (c/. T. Dc^a/) (466) 8877 86: {Bombay .S at ivf Biavyoods Merchants 
AsHifciaiion) (467), 9321 -.34, 9346-S, 9391, {Bowbay Bhroff 
A s,ioc in t ion) ( 56.3 - 4 ) . 

- — -- - , suggestions ior improving {Bofnhay Shrojf A,'^'«>natiov) (.504). 

Import of gold and silver, statement showing {Sbirra^f) (381), 8751-4, 878.3-91. 
Internal, finance* iov {A h medahad Milboruers' Ass(>c/a/u>a) 8183-94, (Shinaa) (382), 
8770, 8796-9; {Bombay JS at ur Pier cy/W.v M( rt Iifutt.s' A.-^,s(}riafiou) (467). 9392 ; {Bombay 
BhroJJ A Mociatiort) (496), (503-4); {Marwari Chandu) of ('omrnerrc) (525-t)). 

Tbisasury Bills ; 

Issue of, not favoured {Bombay Shroff Afi^wcfaHon) (562-3). 

USURIOUS LOANS ACT : 


Is not being availed of, rviisonBinr {Ba7>attvaUa) (21\) ; {D. M . Besai) (238) ; {Ahmed- 
abad Shroff Aamviaiiou) (469) ; {B. M, JMiiiiAhi) (417). 

Should bo given a retrospective effect {J), N . Desai) (238), 7474. 

Vakiiaria, Khan Bahadur Pieojshah K., Broach: 8191-8319 (323-326). 

VERNACULAR SCRIPTS ; 


Multiplicity of, i« an obstacle to the cjevelopiueiit of banking {Boyd*ay ChOtPil^er of 
Commerce) (560), 9858. ^ 
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VKBRACULAK scripts ; — contd. 

Vue of. in banking, advocated (C. M. 0andhi){'21) ; {Jadav) (96 ) ; (Khattdwnlh) (m-7 ) : 

(Almavla) (252), (Aitklefihuai Ntiynk Shatudan Bank) (209); (Vakharta) 
(326): (Ahmedahad MxUoictiu'h Asmu latiori) (363). ^022 3 ; (Bombay Is aiire 
Piece goods Merchants' Assoctaiion) (471); (Maru'ori Chamber nj Commerce) 
(536) ; (Bombay Sharehnlders' Assoi \uiion) (570). 

, m drawing chequeH (Is ail.) (5H) . (1), A raid) (165) , (Bombay *1 s<njciaiion) 

(503); (Nafin I^han and Bio^ L Association) (544). (Bombay 

Shareholders' Association) (610). Iksy3*5 

Hmdncharacttii. in wntmc hundis suggested (Maruun Chambei of Commerce) 

(623). 

WAREHOUSES : 

Facilities tor, need f<ir (Seth Data hataf) (133); (J), A. Paid) 6890, (Bombay Shroff 
Aesoiiation) (-lOO), (501) 

Govermntiil unitiol of (Manrnot Chamber oj Commene) (524). 

Licensed, cstohlishmeut oi,ia\(>iiud (Itai^inhji) (218), ((*'. C. Desai) (303) , (Bojhbay 
Shroff Assormtian) (402), (Marwari Chamber oj Commern) (524). 

not a pnu tkal pioposituni (Bombay Chamber oj Conimcr(t) (557), 0850, 

0864 

should lx* (stablished in iriarket places (B. S, Patel) (79) ; (Bombay Shroff 

Association } (492), 9539. 

, should be (‘stabbshed on jailway lines (AhnSedabcul Millou nets' Assoc wtion) 

(361), 8554, (Bombay Shroff Aswnation) (402), 9539, (Mahaiaddra 
Chambei of ('ommtnc) (594), 10027. 

iieceipts, should lie made negotialiU ( Marvart ('hambtr oj Commetn ) (524) . (Maharash- 
tra Chamber oj Comnorce) (594) 

tJhould be run by c o-operatue or nioitgUL'C' banks (Nad) (44), 6137-8, 




GLOSSAKY UF XNJJLAN TERMS 


A-dutr 

Adatya 

Aiiavla 

Annewari 

Bada 8ahib 

Bagayat , 

Bajri 

Bamni 

Bania 

Ben ami 

Bara 

Bazar 

Bet 

Bhag 

Bhagdur 

IBiagdari 

Bhang 

Bliar 

Biiatlia 

Bliil 

Bidi 

Bigha 

Charkha 

Cheeku 

Otiitiii 

Chokfli 

Dakahaui 

Dal 

Dalai 

Dalali 

Danger 

Darshani 

Dekhadiiarjog 

Deshi 

Dhadi 

Dhanijog 


Dharaia 

Dharmada 

Dhed 


Commission. 

A commission agent or broker. 

A sect of Brahmins in (Uijarat. 

Valuation (of <M ops) in i iie term of aimas ” (lb annas 
Re. i). 

A high otheial. 

Garden land. 

A KiiiaiJ niillei [Pm tn -i* t ntn f yphoideum). 

Double. 

A tradro’. 

In tile nanu* of aiu»ltu*r peivon. 

A tract m tne Broach district, lying on the coast, nhere 
the Boil i.s Bandy and saltish. 

A market. 

Alluvial. 

Share (oi land held (»n tlie Phaydari tenure). 

A holder of land utidco’ a certain tenure prevalent in 
tlu* di.strit'is ot Kau'a and Broach. 

A land icniin* pri* valent in the districts of Kaira. and 
Broai'h. 

Indian liemp {Cfintil,,'s .'jtn'/rn.v). 

A wciglit of 24 matinds, 

Allowaiuan 

Mernhet ol a certain atH>t'igtna.l tribe. 

.A count rv irigarette. 

One-third ol an acre. 

A .s})inning whetd. 

iSanie of a liuit {Acurtis s7/^>e/y), 

A note. 

A jier.son deahn_r in .siiiei and gold. 

Belonging to the Deccan. 

A generic term for pulses. 

A broker. 

Brokerage. 

Un husked rice. 

Payable on demand. 

Payable to hearer. ^ 

Pertaining to the countr> ; Indian. 

A weight imt into one of the scales in VM-ighing out 
a certain <j[ua.ntily. 

Payable to the person wlio }Mircb;ises (a cheque, a hundi), 
as distinguished fiom >i/iahjog, v hich is payable to any 
person ol known re.spectahijity, 

A tribe found in Gujarat. 

A payment made for charity. 

An untouchable caste. 
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Didhi 
Du hill 

Firmavnarjom . . 
Glie<* 

Goriit 

(htjnr 

Giir 

Hat 

Hawala 

Hundi 

Inarn 

dapti 
darap 
Jar t ar- 

Jiray«"d 

d (uir 
K a ha la 
K aj i 

Kali pa raj 
Kapas 
Ka rda 
Kasai) 

K haddar or Khadi 
Kliandi 

Klmrif 

Kliaia 

Kliatedar 

Kist 

Kodjji 

Koli 

Kiinbi 
Kill ell a 
Kyari 

Miiimjan 

Mahal 

Mahar 

Mandatdar 

ISIandal 

MaTuli 

Mnrwari 

Mofiisail 

Miicoadam 

Mialati 


GLOSSARY or INDIAN TERMS 

Ono and a half times. 

A backward tribe in Gujarat. 

Payable to order. 

Clarified butter. 

A class of soil. 

The name of a caste. 

Jaggery ; unrchned Indian sugar. 

A fair ; a market. 

Guarantee. 

A written order made by one person on another for 
paymcfjt on demand or after a specified time of 
a specified sum of money to a person named therein. 

A Loft or grant ; land held free of or at reduced 
assess ment. 

Attachment. 

Sale in advance, of a growing erop. 

Gold thread. 

Dry crop land. 

The large millet ( D/abopor/ow. sorghvvi). 

Contract, 

. . Black. 

Memlx'!!' of a hackwai<l class. 

Unginned cotton. 

Deduction in w'cight. 

Tinsel. 

(doth hand spun and hand woven. 

A rnea.surc oi weight and capacity which varies accooiing 
to the commodity. 

Crop sown at the beginning of the rains and reaped from 
Dctolxu- to December. 

Ati account. 

An occupant. 

An in.stalment of revenue. 

A species of corn used for food by the poor. {Pm- 
palvm scorbihihif uni ) . 

A backw'ard tnl>e found in parts of Gujarat and the 
Decaain. 

A peasant. 

Literally “ not soli^l ' (opposite term is Pvera "). 

Rice land. 

A kind of pulse {Lnlhi/nis mtivvs). 

A merchant : used to indicate money-lenders also. 

A revenue sub-division, 

^Fember of a depressed class. 

. . The revenue head of a Uduhi. 

An a.ssociatiou, 

A market. 

A (dass of merchants and t rader’s coming from Marwar 
Upcountry. 

. . A supervisor ; a .sutxrrdinate officer. 

Payable after a certain time. 
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Alunsiff 

Nagli 

T^amjog 

Narvadari 

Kidlii 

Padlal 

Pan 

Panch 

Pancliayat 

ParicKkya.s 

l^anchnama 

Patidar 

Pedlii 

Put‘(\‘l 


Palu 

Uiibai’i 

Ivokha 

Kynt 

RyotaA'ari 


San ad 
SawH i 
Shall 
Shall jog 
Sluvfia 
SI i rod 
(Soiroar 
Tac<'a.vi 

Tu la I i 
Taluka. 
Talukdai 
Talukdari 

Tiir 

VaiHhakh 

Vakil 

Varidha 

Vatav 

Zemindar 

Zilla 


A sub- judge. 

A kind of com {Elemtine coracana). 

Payable to the yierson whose nanu' is mentioned in the 
kvndi. 

A land tenure prevalent in Kaira and Broai It. 

A kind of co-operative society for lending found in 
Madras- 

Waste or fallow land. 

Betel -leaf. 

laterally " five ” ; a coinmitte of live to decide dispuleh. 
A comnntlee consisting usually of five fX'rsons. 

•SVc “ PttncknaHUt 
A document drawn up by a Pavch. 

A class of advanited cultivators in Gujarat. 

V firm ; an ottici*. 

laterally ‘'solid'’; fast ((‘olour) ; (opposite term is 
“ KufrhaP) 

'the spring harvest ; crop shown in tlic aiiltimn and 
n'upcd at the mnl of tho cold \\< atlu*r. 

A shcjilicrd. 

A bond. 

A culli\alor. 

A land Ituiurc in which land is held permancjitly by th© 
lioldcr fi'om (Jovernment on condition of payment; ot 
land assessment as fixed by t iovmiiment . 

A <lo( umcni cord<V''ring a right or a title. 

( bic and a (juarf (‘r. 

A rcs|>('(*tab]e person. 

I\vy.'. lile 1.0 a Shah, a rcsjaM l a bh* person. 

A liankcr or merchant. 

.An indigejious bankcJ. 

A m<»nev lcnd<’i . 

An advance made b\’ < ioN cnuiicnt to cultivators for 

a gri c 1 1 1 1 u ra I pu r pi »scs . 

A village accc)untunt. 

A local n'vcnuc division of a district. 

A bolder of land on the laJukdari tenure. 

A l;ind tenur(‘ ]>rini‘ipallY found in the Ahmcdabad 
district . 

A varn*ty of pulse (('ajanus i tailras). 

A lunar month of the Hindu year. 

A pleader. 

A di.spute. 

DiHcount. 

A landholder. 

A district. 
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